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The New Agrarian Reform Law and Economic 


Development in Venezuela‘ 


By HUGH L. COOK* 


| ore in 1960 the new government 
of Venezuela adopted an agrarian 
reform law. It has been represented by 
President Betancourt both as his pro- 
gram for social justice and as his program 
for economic development. Some have 
viewed the law with alarm. An example 
is the widely read newspaper El Univer- 
sal. This was not because the paper is 
devoted to the doctrine of laissez faire 
nor because it is indifferent to social 
problems, but for other reasons. The edi- 
tor felt that the law as written did not 
get to the heart of the problem and 
would undermine such stability and such 
development rates as now exist. 


+ The author is especially indebted to Professor 
R. J. Penn, Department of Agricultural Economics, 
University of Wisconsin, for many valuable sugges- 
tions; and to Jorge Schuster, Direccion de Planifica- 
tion, Ministerio de Agricultura y Cria, Republic of 
Venezuela, for data and other reports on progress of 
the agrarian reform. The author also is grateful to 
Luis F. Yepez, and Professor C. W. Loomer, Uni- 
versity of Wisconsin, for comments on an earlier 
draft of this manuscript. 

* Professor of Agricultural Economics, University 
of Wisconsin. 


Many observers from the United 
States are prone to view this law with 
sympathy for a number of reasons. Not 
the least of these is a desire to see it 
work because the new regime is organ- 
ized as a democracy. Though previous 
governments have been organized along 
these lines they have not long functioned 
as such. Indeed, except for interim 
periods of a few months during the en- 
tire 20th century, these regimes have 
been describable as dictatorships char- 
acterized by considerable “toughness.” 
They have maintained friendly relations 
with the United States and have achieved 
some growth for the country. However, 
much of the development problem still 
remains and evidence of social unrest is 
on every hand. 

This paper aims to describe some of 
the bases for social unrest, some facets of 
the development problem, and some of 
the important respects in which the econ- 
omy may differ from that found in many 
underdeveloped countries. These differ- 
ences could affect the outcome of agrar- 
ian reform. 











Some Facets of the Development 
Problem 


Simply stated, the present goals for 
economic development appear to call 
for achieving self-sufficiency in all agri- 
cultural requirements at the same time. 
The new government likewise appears 
to pursue policies to develop industrial 
production, especially of essential items. 
In search of these objectives some actions 
result which tend to affect adversely the 
favorable climate for foreign investment 
which formerly characterized the admin- 
istration of the dictators Juan Vincente 
Gomez and Perez Jimenez, covering the 
period 1908-1957 inclusive. This climate 
in fact was so favorable that up until 
1958 there was more United States in- 
vestment in Venezuela alone than in all 
of Western Europe.” One can sympathize 
with the nation’s desire to free itself from 
what Dr. Lewis Hanke called the “New 
Dictator,” oil, which “answers only to 
the demands of the market in the United 
States and in Western Europe, and waits 
for the signals to be called from abroad.” 
It is obvious also that the great oil wealth 
which accrues to the government has not 
brought half the people into the market 
economy nor substantially improved 
their welfare. Stated broadly, the goal is 
about the same as that which is associated 
with what is termed “nationalism” in 
numerous countries around the world. 

The desirable approach to achieving 
this goal, however, well may be quite 
different from what is appropriate in 
many other countries. For one thing, 


Lorne T. Sonley, Raising Incomes of Rural Peo- 
ple in Venezuela During the Decade Ahead (Cara- 
cas, Venezuela: Ministry of Development, Republic 
of Venezuela, February 1959). 

* Riley Dougan, Venezuela, Report of Latin Amer- 
ican Trade Mission of Agricultural Extension Spe- 
cialists, April 19-May 26, 1960, p. 46. 

’ Lewis Hanke, Mexico and the Caribbean (Prince- 
ton, New Jersey: D. Van Nostrand Co., Inc., 1959), 
p. 65. 
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due to the government’s oil wealth as de- 
scribed below, the development of an 
otherwise uneconomic industry to save 
exchange is less justifiable than if ex- 
change supplies were a primary problem. 
Nor is it as necessary for savings to be 
created in agriculture to serve as a source 
of investment funds for the rest of the 
economy as it has been historically in 
many countries. Since the central gov- 
ernment is not heavily dependent on 
taxation for revenue, its taxation and 
tariff policies can be different. Also the 
land policies can be different because 
social prestige and economic power are 
not as deeply rooted in land ownership 
as they are in many of the underde- 
veloped countries of Asia and Latin 
America. For example, “land for the 
tiller” or “land for the landless” may not 
have the long-run basic appeal that it 
would have in a country where the econ- 
omy has long been dominated by pro- 
ducers of agricultural crops. 

However these goals are stated and 
whatever may be the values which the 
people have, as the author sees it, the 
basic problem of national development 
is how to get the large percent of the 
population who are squatting in the 
“ranchos” on the foothills around Cara- 
cas, and in other towns of any size, ab- 
sorbed into the market economy in a way 
that they will view as productive and 
socially satisfactory. The restlessness of 
this group and their unproductivity is 
the greatest evidence of underdevelop- 
ment in the economy. These people are 
presently supported by various relief 
measures which range from doles to high- 
way maintenance, the kind of program 
and the amount of benefits changing 


‘This point is ably made in the group Report of 
Latin American Trade Mission of Agricultural Ex- 
tension Specialists, previously cited. That report 
stressed the importance of absorbing subsistence 
producers of any kind into the market economy. 
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frequently. Most of them came from 
rural areas within the past generation, 
which in itself indicates dissatisfaction 
with opportunities on farms and an 
awakening desire for more of the goods 
and services of a market economy. 

There is ample evidence that several 
important segments of the population 
are extremely restless. Laborers are rest- 
less because of high levels of unemploy- 
ment, high and rapidly inflating price 
levels, and low incomes relative to costs 
of living. Farmers and ranchers are rest- 
less because of “shortages” of labor and 
of commercial credit, coupled with in- 
creased uncertainties associated with the 
new government. Businessmen in the 
construction industry are restless because 
their sources of capital have dried up; 
construction which did much to sustain 
the economy of Caracas is almost at a 
standstill.® 

The price level is perhaps 180 percent 
of that in the United States; even raw 
domestic products are higher priced than 
in the United States. Unemployment ap- 
pears to have equalled at least 20 percent 
of the labor force for many years,’ and 
some observers would say that unemploy- 
ment, not to mention underemployment, 
is growing. Yet farmers and ranchers 
say there are local labor shortages. ‘There 
is physical evidence of this. The author 
left Venezuela in early April when two- 
thirds of the sugar cane was unharvested, 
six weeks after the best time for cutting 
in most areas. Farmers are mechanizing 
heavily, while hundreds of thousands 
virtually starve in the cities. National 
income is about 16.6 billion bolivars 
($5.85 billion), amounting to $850 per 





5 Best sources on this include editorials of the 
Daily News, and El Universal, 1959 and 1960. Both 
newspapers are published in Caracas, Venezuela. 

* Amando Tamayo, Problems of Land Tenure and 
the Agrarian Reform in Venezuela, M. S. Thesis, 
(Madison, Wisconsin: University of Wisconsin, 1952). 


capita, the highest in Latin America. 
Few, however, share in this apparent 
prosperity. In Caracas, two-thirds have 
annual incomes of less than $660 per 
capita, half have less than $400, and only 
4.5 per cent have incomes in excess of 
$1,300.” 

In outline, the economy seems sound 
enough. In fact, with such low popula- 
tion pressure, with rich, marketable 
resources, and with relatively free trade 
environment, the economist is tempted 
to ask why this should be viewed as a de- 
pressed economy and whether there is a 
development problem at all. 

The land area of Venezuela is about 
the size of Texas and Oklahoma com- 
bined. On this is a population of about 7 
million, of which perhaps 40 percent re- 
ceive their chief income from farming— 
an income which may be 10 percent or 
so of total national income. Most of the 
national income (63.0 percent) is from 
oil and oil accounts for about 95 percent 
of all export earnings. Most oil income 
belongs to the government under a pro- 
vision of the constitution which says that 
all but surface rights to land belong to 
the government. Oil income, therefore, 
may be used for any purpose the govern- 
ment decides. Until mid-1960 the 
national budget appeared balanced 
although the new government says the 
old one left a debt. Income taxes were 
nominal; real estate taxes were nonexist- 
ent. Government receipts from oil pro- 
vided the revenue that otherwise would 
have to come from taxes. 

For the last few decades there were 
virtually no exchange controls and little 
restraint on impcrts or investment from 
foreign sources; capital could be freely 
repatriated, and so on. The bolivar was 





7 Anonymous, Study on Milk Consumption in Ca- 
racas, (Caracas, Venezuela: National Institute of 
Nutrition, March 1953). 











8 LAND ECONOMICS 


freely convertible at a fixed ratio to the 
dollar (3.35 with minor exceptions). Ac- 
cording to Central Bank data, per capita 
incomes at market prices increased an 
average of 7.0 percent a year from 1951 
to 1958, an unusually high rate of 
growth. Prices have been fairly level. 
The author interpreted Central Bank 
data to show an increase of about 13 per- 
cent in wholesale prices from 1948 to 
1958 and 5 percent during 1959, a total 
of only 18 percent. There are little data 
on current rates of inflation. The author 
estimated farm cash wages to be up 28.0 
percent in the last five years, based on 
interviews of ranchers.® 


The Agrarian Reform Act 


In appraising what we may expect 
from this new law it is well to note that 
the promise of land reform (usually 
meaning redistribution) has been made 
by many governments in the history of 
Venezuela. George Hill points out that 
this basic appeal made by General Bones 
in 1819 and later endorsed by General 
Bolivar brought the necessary support to 
the revolutionaries to overthrow Span- 
ish rule.? Promises of land redistribu- 
tion have been largely forgotten except 
in cases where estates have been taken 
over as a move in direct political retri- 
bution. The major step toward land re- 
form has been colonization, but this has 
been exceedingly slow under previous 
laws. Research by Schuster and others 
has shown that from the period 1830 to 


* Hugh L. Cook, “Government Policies on Pricing 
and Marketing for the Dairy Industry in Venezuela 
(With Implications for General Growth of the Econ- 
omy),” Consejo de Bienestar Rural, Caracas, Ven- 
ezuela, March 1960. 

® George W. Hill, Gregorio Beltran and Christina 
Marino, “Social Welfare and Tenure Problems in 
the Agrarian Reform Program of Venezuela,” Land 
Tenure, Proceedings of the Land Tenure Confer- 
ence, Madison, Wisconsin, 1951 (Madison, Wiscon- 
sin: University of Wisconsin Press, 1956). 


1957 a total of only 1,573 families were 
successfully colonized. Most of these hold 
small parcels; 966 hold less than 20 hec- 
tares.?° For the last 10 years of that period 
the National Agrarian Institute has been 
in operation under an enabling act which 
permitted many of the same reforms that 
are sought in the present law. 

In the judgment of the author, the 
major differences between the new law 
of 1960 and the decree issued by the Mili- 
tary Junto in 1949 is that the new law 
spells out more completely the provisions 
for credit, marketing facilities, schools, 
rural housing, and cooperation. Less 
specific limitation is placed on condi- 
tions under which land can be expropri- 
ated or otherwise deemed subject to use 
under the program and different provi- 
sions for finance are set forth, including 
payment for expropriated land. 

Chief provisions of the new agrarian 
reform act, which appear to establish a 
10-point program are: 


(1) To distribute land to the landless, 
as gifts or under a long term land contract 
at low interest. The land area will be only 
as large as the occupant can work with 
hired help, and will vary with the size of 
the farm. Yearly payments for the land can 
not exceed 5 percent of the total sales of 
the farm products. 

(2) To give people entitled to benefits 
of the law the right to denounce the exist- 
ence of lands which are not fulfilling a 
social purpose, which lands shall become 
subject to acquisition or expropriation. 

(3) To settle farmers in agrarian centers 
where the government will construct roads, 
irrigation systems, and communal services 
at no cost to farmers: and promote the in- 
stallation of processing and marketing fa- 
cilities in agrarian centers. 

(4) To organize an agricultural credit 
system for small and medium producers as 
well as for rural cooperatives. 





2 Jorge F. Schuster, et al, “La Colonizacion Agraria 
en Venezuela, 1830-1957,” Ministerio de Agricultura 
y Cria, Caracas, 1959. 
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(5) To promote, operate and control 
services of storage, transportation and dis- 
tribution of national farm products in na- 
tional and international markets, “without 
interfering with private initiative.” To 


guarantee minimum prices of farm prod.. 


ucts, cattle and fish. To give protection and 
credit to industries which use basic mate- 
rials produced by small and medium farm- 
ers, especially in those cases where the 
industry offers credit and technical assist- 
ance to farmers. 

(6) To transform and improve rural 
housing conditions. To require that land- 
owners will have to provide permanent 
housing for their workers on large farms. 

(7) To encourage the creation of rural 
cooperatives of all types. 

(8) To institute a system of progressive 
taxes on idle or “indirectly cultivated land” 
(involving tenants, contractors, middlemen 
or squatters). 

(9) To expropriate land for use in the 
program, under certain sets of conditions. 

(10) To create an internal public debt 
contracted by the National Agrarian Insti- 
tute and guaranteed by the government. 
To that effect, the government will issue 
bonds of the “Agrarian Debt” in order to 
pay for expropriated land, to make pur- 
chases and to finance any possible invest- 
ments of the National Agrarian Institute. 


For whom is the agrarian reform 
aimed? The report of La Subcomision 
Legal discussed the needs of squatters, 
share tenants and farm laborers. It also 
referred to credit, transportation and 
marketing needs of small owners, who 
appear from these descriptions to be al- 
most as depressed economically as the 
former three groups. It therefore may 
be assumed that the agrarian reform is 
aimed at the needs of all these groups, 
and also the needs of the landless in gen- 
eral who may not be on farms. It would 
appear that each of these groups should 
have a program aimed at its specific 
needs. Tenants (sharecroppers), the 
group for which land reform schemes 
have usually been written in the Orient 
and Middle East, are only a small per- 


-cent of the the total population in Vene- 
zuela. If the program is aimed more di- 
rectly at the needs of tenants than any 
other group, then for that group it is in- 
complete in important respects. 

It will be noted that the law does not 
mention equitable division of produce as 
between landlord and tenant, nor does it 
provide new legal machinery for dealing 
with landlord-tenant disputes over ten- 
ure, both of which are part of the land 
reform problem. No provisions deal with 
the problem of extreme fractionization 
of holdings, unless “cooperation” is ex- 
pected to deal with this. Nor is there 
anything specifically for farm labor, ex- 
cept the provision on housing. Even 
though the law does not overtly take the 
form of widespread redistribution of 
large landed estates, its principal appeal 
is essentially in terms of “land for the 
landless” or ‘‘land to the tiller.” The 
program leans heavily on colonization. 


Some Tenure and Productivity Data 


Tenure conditions for farmers are sug- 
gested by the following data from the 
Census of 1950. Tenure classification 
showed that, of 248,738 farmers, 41.3 per- 
cent were owners; 35.8 percent were 
squatters; 10.3 percent were renters; 6.3 
percent were sharecroppers, and the bal- 
ance were mixed. Probably one-third of 
the farm population are laborers. 

There is both an extreme concentra- 
tion of holdings and an extremely large 
proportion of small farms (Table 1). 
Four-fifths of the land in farms is in hold- 
ings of 1,000 hectares or over, comprising 
only about 1.5 percent of the holdings. 
On the other hand, slightly over 1.0 per- 
cent of the land is in farms of less than 
5 hectares, comprising 51.0 percent of 
the holdings. 

Productivity in agriculture is low by 
almost any standard of measurement, 
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whether per hectare, per man hour, by 
the proportion of the population in agri- 
culture, or other. The only products of 
which there is an exportable surplus are 
coffee and cacao. The country is almost 
self-sufficient in tobacco, sugar, corn for 
food, potatoes, beef and a few minor 
crops. Beef is the only perishable farm 
product in which there is almost self- 
sufficiency, although quality is quite low. 
The manager of the largest ranching con- 
cern in the country told the author that 
his premium grass-finished beef would 
grade as United States good. It should 
be added that the supply of milk for fluid 
use at current prices is all the market will 
absorb. Presumably, agricultural output 


TABLE I—DiIstrisuTION oF LAND HOLpINGs, 
By S1zE, VENEZUELA: 1950 




















Holdings Area in Hectares 

Size Classification Per- Per- 
(hectares) Number |centage| Number centage 
All holdings 248,738] 100.00 | 22,774,585 | 100.00 
Under 1 hectare 18,231] 7.33 7,270| 0.03 
1 through 4 109,179] 43.90 255,650) 1.12 
5 through 9 41,261) 16.59} 271,463) 1.20 
10 through 19 26,949| 10.84] 352,086] 1.55 
20 through 49 18,470} 7.43 539,005) 2.37 
50 through 99 6,905| 2.77 457,282] 2.01 
100 through 199 4,142] 1.66 532,042] 2.34 
200 through 499 3,469} 1.39] 1,007,080} 4.43 
500 through 999 1,846] 0.74] 1,210,961] 5.32 
1,000 through 2,499| 1,644) 0.66] 2,399,434] 10.55 
2,500 and over 1,821} 0.73) 15,557,871) 68.40 
No information 14,821} 5.96 154,440} 0.68 











Source: Amando Tamayo, Problems of Land Ten- 
ure and the Agrarian Reform in Venezuela, M. S. 
Thesis, Madison, University of Wisconsin, Table 5, 
p- 56, 1952. 


could be expanded considerably if all im- 
ports were cut off. However, if average 
domestic farm prices are any indication, 
costs of production are high relative to 
world prices of almost every item. For 
example, farm prices for fluid milk near 
Caracas are about $10.00 per hundred- 
weight plus a production subsidy of 
about $2.50. This figure is nearly twice 


the Class I price at Miami, and an even 
greater multiple of European prices. 
Some local observers express the opinion 
that the high costs of production are 
partly explainable by the high costs of 
management, along with low produc- 
tivity in general. 


What May Be Expected from the 
Agrarian Reform Law? 


Some Promising Effects. Perhaps the 
most that should be expected from the 
law is that it may tend to arrest the move- 
ment of people out of agriculture until 
such time as those who are presently un- 
employed and hovering around cities 
and villages can be absorbed into non- 
farm employment. So far the law appears 
to have political appeal and the hope of 
improvement it holds to the masses (and 
to important urban elements who fear 
their disturbances) may add to the sta- 
bility of government while other meas- 
ures are being taken. Certainly, the law 
can be expected to exert pressure on 
landlords to treat tenants and laborers 
with more consideration, lest they peti- 
tion the government for expropriation. 
The legislation may be an important 
step to establish the concept of the fam- 
ily farm as a potentially workable and 
productive unit in particular segments 
of Venezuelan agriculture. It may pres- 
sure toward better housing for tenants 
and farm laborers. Certainly the promise 
of more credit by rural banks, especially 
to small farmers, is good. This promise, 
of course, has been made before with the 
chief result being a government lending 
agency that ultimately makes all its loans 
to large commercial farmers producing 
customary products." Needs for super- 





1 See George W. Hill, Jose A., Silva M. and Ruth 
Oliver Hill, “La Vida Rural En Venezuela,” Revista 
de Sanidad y Asistencia Social, Ministerio de Sanidad 
y Asistencia Social, Caracas, Enero-Abril de 1959. 
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vised credit to small farmers could be a 
separate paper. 

The nature of markets and the pos- 
sible effect of government participation 
in the marketing process as promised 
here, would require even more space for 
analysis. The government now has heavy 
investments in warehouses, and in proc- 
essing plants of various kinds; and it 
directly participates in pricing in several 
ways. At least 10 percent of the 4.9 bil- 
lion bolivars which the government has 
invested in “productive” enterprises is 
in sugar centrals, refrigerated ware- 
houses, public markets, and so on.!? Per- 
haps the key question is whether these 
activities will benefit those for whom 
the land reforms are intended any more 
than they have in the past. No specific 
changes are promised in the legislation. 

The plans for colonization are good, 
though results may be slow. Coloniza- 
tion on any large scale is beset with many 
problems, not the least of which is find- 
ing sufficiently large areas which are suit- 
able. The cases of successful colonization 
by government are few in recent history. 

An example of successful colonization 
is to be found in the recent history of 
Mexico. Beginning with 1936 approxi- 
mately 30,000 peasants were resettled on 
expropriated lands in La Laguna, Mex- 
ico..5 By and large, this colonization 
was successful, according to Senior; but 
the several important elements which 
he carefully analyzes would be present 
only in part for any such attempt in 
Venezuela. Senior applies sociological 
concepts to three major issues of land 
reform: (1) how are those who want the 
reform going to secure the power to carry 
it into effect, (2) how is democracy going 


2 Milo Perkins, “Informe Sobre Le Economia 
Venezolana,” Ministerio de Formento, 1958. 

Clarence Senior, Land Reform and Democracy 
(Gainesville: University of Florida Press, 1958). 


to be achieved during and after the land 
reform, and (3) what kinds of technical 
problems must be solved. 


Many interesting contrasts could be 
drawn not only between what Senior 
found in his analysis of the Laguna ex- 
periment and the colonizations in Vene- 
zuela but also between what he found in 
Mexico and virtually any area in Vene- 
zuela that could be chosen for coloniza- 
tion. Although the sociological and 
political problems could be discussed at 
length, it seems sufficient to point out 
that no such land area as La Laguna 
could be found in Venezuela. La La- 
guna included about 149,000 hectares of 
irrigable cotton land, with many facili- 
ties for growing and ginning, and also 
roads and communications previously 
developed by foreign corporations over 
a period of decades. At the time the ex- 
propriations were decreed, the govern- 
ment made arrangements for work to 
start on a dam to irrigate 110,000 hec- 
tares. The dam was in use less than 10 
years later, and 1,060 wells were in op- 
eration within four years of expropria- 
tion. 

Some Precautionary Views. Some fea- 
tures of this legislation, however, would 
seem to call for careful study and un- 
usually judicious administration, lest 
their effect be more to decrease produc- 
tivity and to upset stability than to 
improve them. For example, the subdi- 
vision of public lands may be good if, 
(a) these lands are not being produc- 
tively worked at present, (b) if the sub- 
division is into units of a proper size to 
use other resources productively, depend- 
ing on the type of enterprise and so on, 
and (c) in those instances where these 
lands now constitute an important source 
of income to states and municipalities, 
if other sources of income to local 
units such as real estate taxes are devel- 
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oped to furnish public revenues to these 
political units for schools, roads, etc. 
Precaution may be in order lest these 
real estate taxes become too great a bur- 
den for the homesteader. Homesteads of 
a certain size could be tax-exempt, for 
example. Opinions differ on whether 
rental of such lands is a significant source 
of revenue to local political units in 
Venezuela, where most revenues come 
from federal sources. In any case, land 
tax policy must be a consideration in 
land reform. 


The threat of subdivision of existing 
farms at the present time seems to act as 
a damper to investment and therefore to 
increasing productivity. Conditions for 
expropriation are not especially severe 
but are subject to broad interpretation. 
According to the observation of the au- 
thor, the most disturbing feature to farm- 
ers and ranchers has been that most of 
the land could be interpreted as falling 
already within the public domain and 
subject to use in this program if the ad- 
ministrators of the law so desired. 


Perhaps there is nothing unusual 
about the land title problem compared 
with many other underdeveloped coun- 
tries; namely, that most of the land in- 
cluding the commercial farms and 
ranches have never been surveyed nor 
has title been issued to the owner. The 
agrarian reform law permits use of any 
lands that belong to the government. 
Farmers do not know how they would 
stand legally in the event the govern- 
ment claims the land. These fears are 
supported by reports that squatters be- 
gan to move onto commercial producing 
units as soon as the law had passed and 
that several months later the government 
had taken no action to inquire into the 
matter. Commercial landholders are 
further disturbed by the fact that tenants 
and presumably laborers may petition 


for expropriation of lands which are not 
being worked productively. What cri- 
teria will they use? 


Some observers may argue that the 
large landowners make little investment 
in any case and that their incentive to 
invest may be ignored. The author is 
confident that the large landowners had 
been investing in their farms up to mid- 
1960, at least in the commercial cattle 
industry north and west of the Illanos. 
The author has seen physical evidence 
of this on a substantial number of the 
largest ranches. Statistical proof is diffi- 
cult. The Director of the Agricultural 
Bank at Valera, center of commercial 
production in the State of Trujillo was 
asked by the author to draw a random 
sample of 10 percent of his loans to 
ranchers that have received productive 
loans for five years or more and furnish 
him with appraisals of the investment 
five years ago and also the productive 
loans to date. From these records, pro- 
ductive loans equal 26 percent of the 
value of the land, equipment and cattle. 
Presumably, these loans were for fixed 
investment. There is no record of how 
much was invested directly from current 
earnings. To avoid this uncertainty, it 
would appear that the federal govern- 
ment could issue a much firmer policy 
statement describing the conditions un- 
der which land would be viewed as gov- 
ernment lands. 


If action under the program is to take 
place soon, most of the redistribution, 
including colonization, must be on lands 
now in use. Most of the good croplands 
and grazing lands as well are already in 
use. More could be brought in by ex- 
pensive and time-consuming watershed 
development projects, or by charting and 
developing the unknown jungles to the 
southeast. More investment, improved 
technology and practices and better man- 
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agement are, of course, needed on every 
hand. Will redistribution of ownership 
of lands now in use improve the latter? 
Rainer Schickele has pointed out that 
where landlords actively contribute to 
the production process by furnishing 
equipment, seed, fertilizer, livestock, etc., 
and by giving managerial guidance, 
merely the transfer of ownership to the 
tenants or farm laborers is likely to re- 
duce the production.* Certainly this 
would be true in most of the commercial 
cattle (beef-dairy) industry in Venezuela. 
Anywhere in the country 25 percent of 
the herds will include 75 percent of the 
cattle; or 25 percent of the landholdings 
will include at least 75 percent of the 
land. These holdings are worked almost 
entirely by laborers and, although man- 
agers are hired, the landlord usually vis- 
its the farm from two to five days per 
week and participates actively in deci- 
sions. These large units are adopting new 
technology at reasonable rates. In fact, 
the major respect in which they are no- 
ticeably lagging is in making hay or silage 
during the rainy season for use during 
the three months’ dry season. There is 
nowhere available statistics on type of 
farm by tenure classification. The recent 
agricultural atlas contains some of this 
but not enough to judge the relationship 
between landholder and tenant." 
According to Tamayo, the landlord 
furnishes land, seed, tools, other capital 
such as costs of water for irrigation, trans- 
portation of sugar cane to the mill, and 
costs of processing in the sugar industry. 
The landlord likewise furnishes capital 





™ Rainer Schickele (Chairman of Working Party), 
“Land Reform and Agricultural Production,” Land 
Tenure, op. cit., pp. 575-582. 

#8 Hugh L. Cook, “Government Policies on Pricing 
and Marketing for the Dairy Industry in Venezuela,” 
op. cit. 

Ps Anonymous, “Atlas Agricola de Venezuela,” Di- 
reccion de Planification Agropecuaria, Ministerio 
de Agricultura y Cria, Caracas, 1960. 


in wheat-growing.”’ Very likely he makes 
most managerial decisions. In coffee 
production the landlord furnishes the 
land and perhaps the processing facilities. 

The problem of holdings being too 
small for efficient production is already 
a major one and may be further aggra- 
vated by subdivision of commercial 
farms. Lorne Sonley has referred to to- 
bacco as “the only agricultural com- 
modity produced in Venezuela with even 
a modicum of technical and economic 
efficiency.”’* Tobacco farming is the 
only one in which a high degree of inte- 
gration exists between the farm and the 
processing industry. Most of the ciga- 
rettes are manufactured by two Ameri- 
can and one British firm. These cigarette 
firms supply technical information as to 
soils that are best suited for cigarette to- 
baccos, types of seed, fertilizers, harvest- 
ing methods, curing, and so on. Appar- 
ently they are able to force the growers 
to follow their advice by simply refusing 
to take the tobacco grown under any 
other set of conditions. Most of the to- 
bacco farms range around 50-100 hectares 
and it is doubtful if necessary technical 
advice and financial arrangements to get 
efficient production would be furnished 
through commercial integration if to- 
bacco farms were much smaller. Of 
course, it is at least possible that govern- 
ment-sponsored cooperatives could 
achieve the necessary integration on 
small units, following the model of what 
is being done in Egypt. 


Unique Features Summarized 


Certain unique features of the Vene- 
zuelan economy may affect what land re- 


% Amando Tamayo, op. cit. 

% Lorne T. Sonley, “Ruminations on ‘Contract 
Farming’ and Its Economic Potential in Venezuela,” 
10th Annual Conference of the Venezuela Associa- 
tion for the Advancement of Science, Caracas, March 
1960. 
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distribution can do toward economic 
development. In outline these may be 
summed up as follows: 


(1) The country is not dependent on 
agriculture to earn exchange, to build up 
savings, or even to feed the population in 
the same sense that most of the presently 
developed countries were at soine historical 
stage. Instead, the rich oil resources for 
which there is a ready market belong to the 
government and may be used for economic 
development. Development in agricultural 
and in rural areas is not unimportant, but 
the source of political power and the origins 
of economic growth are far less rooted in 
agriculture than they were in feudalistic 
economies of Europe at one time, and less 
than they are today in many underdevel- 
oped countries in Asia, Africa and Latin 
America. 


(2) Most of the agricultural land in the 
part of the country (about one-half) that 
has undergone any economic development 
whatever is now in use by cattlemen or 
farmers. The balance of the land is unex- 
plored jungles and unknown areas not even 
included in censuses. This means no roads, 
air lines, communications of any kind, and 
literally no vestiges of civilization, such as 
army outposts, etc. 


(3) Because of the low rainfall and the 
nature of the soil, most of the agricultural 
land is best suited for highly extensive en- 
terprises, with the present “state of the 
arts.” This means that, unless vast expendi- 
tures are made for irrigation, most of the 
land must be used in large tracts. 


(4) Without reference to ownership 
rights, a vast portion of the agricultural 
lands are grazed, being devoted chiefly to a 
beef-dairy dual enterprise or, in the most 
primitive areas, to beef only. Most of these 
enterprises are completely self contained, 
with roads, water, power, transport of 
products to market, or processing of prod- 
ucts being entirely the responsibility of the 
entrepreneur. In short, in vast areas no so- 
cial overhead investment has been made. 


(5) Vast tracts of rice and sugar lands 
belonging to one owner are seldom found 
in Venezuela, as they are in the Philippines 
for example. The same comparison could 
be made to coffee lands of Brazil, the rice 


lands of Burma and Thailand, and copra 
plantations of Indonesia, the sugar lands of 
Cuba, or the cattle ranches on the pampas 
of Argentina. Intensive farming of a kind 
that would support a large number of small 
family farmers is a relatively small part of 
Venezuelan agriculture. 

(6) The absentee landlord who makes 
little or no investment in his land of the 
earnings from the land, is much less evident 
in the best agricultural and ranching re- 
gions of Venezuela than in many underde- 
veloped countries of the world. Outside of 
the so-called central and western regions of 
the country, however, the absentee land- 
lord does little to adopt technology or to 
make advances of any kind. 


All this, of course, is a matter of degree. 
There are a few large ranches (8 or 10 
thousand hectares in size) that could be 
managed with much greater efficiency— 
that could be broken into a dozen or so 
smaller economic sized ranches, or even 
irrigated and subdivided into hundreds 
of small intensive farms. ‘There are some 
tobacco, wheat, corn, potato, sugar, cof- 
fee, and other. lands that presently have 
enough water, either from rainfall or 
other sources, where the management 
ability of the tenants and other consid- 
erations are such that redistribution of 
ownership would result in increased 
productivity, or where redistribution 
would be propitious in other respects. 
These are small in land area and their 
selection for redistribution would have 
to be done judiciously to accomplish 
worth-while objectives. And, of course, 
with large-scale public programs much 
more land could eventually be made 
suitable for redistribution as productive 
units. The question raised here is 
whether much can be accomplished to- 
ward absorbing into agriculture the army 
of unemployed and others presently out- 
side the market economy and thus con- 
tributing to economic development by 
relying heavily on the redistribution fea- 
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tures of the new law, with the present 
state of affairs. 


Where Should the Emphasis Be 
in Economic Development 


This paper has been concerned with 
the potentialities and limitations of the 
Agrarian Reform Law and has not been 
directed at how to go about the task of 
economic development. ‘To say much on 
that subject would require a separate 
study of numerous important sectors of 
the economy. Such a study was recently 
made by the International Bank for Re- 
construction and Development. Here 
two points may be made in passing. (1) 
The argument of Lorne Sonley, former 
adviser to the Ministries of Agriculture 
and of Development, is worth consider- 
ing. He argued that those unemployed 
could be productively absorbed into in- 
dustry with no greater investment than 
would be required to absorb a like num- 
ber in agriculture and that the cost of 
educating them for useful work and pro- 
viding other social overhead capital 
would be actually less in urban areas. 
Milo Perkins estimated that 46,000 bolli- 
vars per worker is now invested in indus- 
try. The Economic Subcommission of 
the Agrarian Reform study group esti- 
mated that 40,000 bolivars per family 
would be required to settle landless farm- 
ers in agriculture on a subsistence basis. 
Social overhead investment is not in- 
cluded in either estimate, although the 
latter includes access roads.”° (2) More 
attention is needed to be given to labor 
policy. Part of the explanation of why 
farmers should mechanize heavily while 
large-scale unemployment exists may lie 
in the activities of labor unions. These 


® Milo Perkins, previously cited. 
* By letter from Jorge Schuster, July 4, 1960. 


demand minimum wages and fringe 
benefits which appear to be at least as 
great as would be found in a fully em- 
ployed economy where the labor supply 
is largely skilled and highly literate. ‘The 
requirements of Venezuelan law which 
apply to petroleum and mining indus- 
tries as to wages and fringe benefits are 
much higher than for those industries 
in the United States.” 

Local observers say that these induce- 
ments for labor originally were furnished 
voluntarily by oil and mining compa- 
nies to attract skilled foreign labor and 
to develop a local labor supply. Later, 
such provisions were embodied into law. 
Stipulations that 75 percent (now 80 
percent) of labor in all categories of skill 
must be domestic were written in, and 
labor unions and some political elements 
began to use this as a model for all in- 
dustries, including farm and ranch. Per- 
haps oil and mining can afford this 
because they have relatively good mar- 
kets and by now enough of the labor 
supply is skilled. Only 5 percent of the 
labor force is in oil and mining and 
meanwhile for many other industries in- 
cluding agriculture the labor supply is 
not sufficiently skilled to be worth such 
wages when the entrepreneur has the 
choice to mechanize. Some owners give as 
a reason for mechanization the shortage 
of managerial skills, e.g., with milking 
machines a manager has only one-fourth 
as many unskilled laborers to super- 
vise. Less than a half-dozen ranches are 
unionized so far but the pressures for 
unionization are increasing. An impor- 
tant question is whether these tactics 
are best for labor and for the economy 
at this stage. There is no question that 


1For the provisions see Lewis Hanke, “Labor 
Laws in Venezuela,” Reading No. 28, Mexico and the 
Caribbean (Princeton, New Jersey: D. Van Nostrand 
Co., 1959). 
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laborers need more rights before the law 
and require primary attention as a pub- 
lic problem. 

It should be recognized that the pres- 
sures for unionization tend to work in 
the same direction as the provisions of 
the land reform law which permit labor- 
ers and tenants to petition for expropri- 
ation. That is to say, the landlords may 
respond by taking measures to keep the 
laborers in a mood to resist unionization. 
If for this purpose the landlords move to 
develop rural education (especially of 
farm labor), better housing, food, medi- 
cal attention and so on, then these pres- 
sures will have contributed to rural de- 
velopment. 


Evidences of Vigor 


On the optimistic side, with vigorous 
administration and adequate appropria- 
tions the new agrarian reform law can 
do much to arrest the movement of peo- 
ple out of agriculture until the army of 
the unemployed can be absorbed else- 
where. Features of the law other than 
redistribution of larger holdings deserve 
major emphasis. 

There is evidence that more attention 
is being given to administration and ap- 
propriations than in any previous at- 
tempt at land reform. The recommenda- 
tions of the Schuster report deal almost 
entirely with problems of coordinating 
the work of government agencies and 
otherwise improving administration, es- 
pecially the problem of delegating au- 
thority, establishing accounting controls, 
tenure of personnel, and getting colonists 
on a self-sufficient basis so far as the Na- 
tional Agrarian Institute is concerned.” 

In addition to the Schuster study, 
other agrarian reform study groups fur- 
nished reports on legal and economic 


*2 Jorge F. Schuster, op. cit. 


problems during the period 1958-1960.” 
Since the passage of the new law the ap- 
propriation for the National Agrarian 
Institute and for all of agriculture has 
been greatly stepped up. The budget for 
the next four years as developed by the 
Central Planning Office (Cordiplan) 
sets forth a total expenditure of 2,540.7 
million bolivars for development of the 
agricultural sector of the economy.” 
(This does not include administration 
costs and others indirectly related to agri- 
culture, such as basic education, electri- 
fication, major “infra-structure” public 
works, health, etc.) Of the 2,540.7 mil- 
lion bolivars, 930 million are designated 
for settlement of landless peasants. (The 
total appropriation for resettlement dur- 
ing the eight years 1949-50 through 
1956-57 was only 244.8 million bolivars.) 
Of the 806 million included in the grand 
total for agricultural credit, a consider- 
able amount will be for establishment 
of newly created farms. 

It also is significant that, of the annual 
total budget of 5,400 million bolivars, 
10 percent is designated for direct ex- 
penditures in agriculture, compared 
with around 5 percent in earlier years. 

New vigor also is suggested by data on 
provisional titles issued during recent 
months. During the months of April, 
May and June 1960, a total of 6,606 such 
titles were issued by the National Agrar- 
ian Institute, which was considerably 
higher than the number issued during 
the previous two-year period. In most of 
these instances the farmers received only 
provisional title and no other kind of 
technical or financial assistance. This 
occurs chiefly where a group of landless 
farmers petition for subdivision of some 


3 Anonymous, Reforma Agraria, Actas de La Sub- 
comision Legal, Vol. I, Tamo I y II, Caracas, Ven- 
ezuela: Ministerio de Agricultura y Cria, 1959). 

*4 By letter from Jorge Schuster dated July 4, 1960. 
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public land on which they are squatting. 
Ultimately it is expected that each 
farmer will be furnished a crude shed for 
living and storage, a road to the main 
highway, and one cow. Land (10 hec- 
tares or less), clearing, subdivision costs, 
house, roads, and cow are variously esti- 
mated to cost 12,000 to 40,000 bolivars 
per family. Credit, irrigation, drainage 
and administration will increase this 
estimate. Since the latest estimate places 
the number of families to be resettled at 
350,000, the total cost will be somewhere 


between 4.2 billion and 14.0 billion boli- 
vars for a 10-year program. Even if the 
higher of these estimates proves to be 
nearer to the actual cost, it is certainly 
not an unreasonable proportion of the 
national income to be spent on the pro- 
gram. The 350,000 families, however, 
may be no more than half of those that 
are presently outside the market econ- 
omy. Agrarian reform is more likely to 
contribute to development if what it can 
be reasonably expected to achieve is kept 
in perspective. 
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Cost-Push of Urban Growth? 


By HENRY B. SCHECHTER* 


VER the past few years attention has 
been lavished upon whether the 
1955-57 price inflation preceding the 
1957-58 business recession was a cost- 
push or demand-pull inflation. There 
has also been concern because the United 
States’ rate of economic growth was be- 
low the long-term average in 1953-57. 
In the context of these broad economic 
questions little attention has been de- 
voted to changes in our urban develop- 
ment pattern which may be introducing 
long-range cost increases into the econ- 
omy and adversely affecting its growth. 
There are indications that changes in 
the pattern of land development for ur- 
ban uses have led to increased real costs 
of providing necessary everyday services 
and of performing necessary everyday 
functions. These increased costs may take 
the form of undue increases in capital 
outlays or involuntary increases in con- 
sumption of goods and services. Some of 
these effects are discernible in per-unit 
price increases (or less than technolog- 
ically feasible cost and price reductions) 
and some are discernible in increased ex- 
penditures for necessary daily functions. 





+ The author acknowledges the helpful comments 
of colleagues, Dave Lowery and William Herman, on 
an earlier draft of this article. Views expressed 
herein are those of the author and not necessarily 
those of the Housing and Home Finance Agency. 

* Financial Economist, Housing and Home Fi- 
nance Agency, Washington, D.C. 

1United States Department of Commerce, Office 
of Business Economics, “Gross National Product, 
National Income and Personal Income, 1929-58,” 
Survey of Current Business, July 1959, p. 7, annual 
gross national product estimates in constant dollars. 
The average annual growth rate was 2.66 percent for 
the period 1953 through 1957. The comparable 
annual growth rate averaged about 3 percent from 
1909 through 1957. See United States Department of 
Commerce, U.S. Income and Output (Washington, 
D.C., 1958), p. 2. 


The purpose here is to review the find- 
ings of change in the pattern of urban 
growth, examine the nature and general 
magnitude of increased economic costs as 
related to the changed pattern of urban 
growth and note the possible effects with 
regard to inflation and economic growth. 


I. The Secular Change 


A basic change in the locational struc- 
ture of the United States economy in 
recent years has been the “ribbon devel- 
opment” of land for urban uses. Such 
development has been under way long- 
est and most intensively with respect to 
nonfarm residential development. The 
resultant general outward extension of 
residential areas from central cities can 
be traced in Bogue’s study of population 
increases in metropolitan areas. He 
showed the decennial population in- 
creases in the central cities and in their 
urban and rural rings in 162 standard 
metropolitan areas, so defined that the 
land area for each metropolitan area is 
held constant. 

During the first three decades of this 
century the greatest relative increases in 
population occurred in the close-in urban 
rings surrounding the central cities of the 
standard metropolitan areas. There were 
also substantial rates of increase in the 
central cities. Although the over-all pop- 
ulation increase was relatively small dur- 
ing the thirties, the pattern of relative 
growth did change. The greatest relative 
increases in population occurred in the 
rural rings of the metropolitan areas, 
further removed from the central cities 
than the urban rings. The new growth 
pattern became more pronounced during 
the forties. The rural rings around cen- 
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tral cities of standard metropolitan areas 
had a 41-percent population increase, 
the urban rings a 29-percent increase 
and the central cities only a 14-percent 
increase.” 

This pattern assumed dimensions giv- 
ing rise to the term “metropolitan ex- 
plosion” in the current decade. Census 
figures for all 166 standard metropoli- 
tan areas as defined in the 1950 census 
show that, from 1950 to 1959, in standard 
metropolitan areas the rural areas out- 
side the central cities had an 85-percent 
increase in population (117 percent for 
the rural nonfarm areas). The urban 
areas outside of the central cities had a 
25-percent increase and the central cities 
only a 1.5-percent increase.* 

The extensive residential development 
of metropolitan areas was at times a 
cause, at times an effect of roadbuilding 
into suburban and rural parts of those 
areas. Extensive roadbuilding makes pos- 
sible the leapfrogging and ribbon de- 
velopment of land. Builders seek the 
cheaper, further-out land for subdi- 
visions. Generally, only the land which 
is relatively accessible to the highways is 
sought so that residential development 
is strung out along the main highways.‘ 


*D. J. Bogue, Population Growth in Standard 
Metropolitan Areas (Washington, D.C., 1957), Hous- 
ing and Home Finance Agency, pp. 12-13. 

3 United States Department of Commerce, Bureau 
of the Census, Current Population Reports, Civilian 
Population of the United States by Type of Resi- 
dence, April 1959 and 1950, Series P-20, No. 98, Jan- 
uary 25, 1960, p. 1. 

*E. M. Hoover and R. Vernon, Anatomy of a 
Metropolis (Cambridge, Massachusetts: Harvard 
University Press, 1959). Based on their New York 
region study, Hoover and Vernon think that this 
has been changing recently. They said (p. 190): 
“The population map has always shown a good 
many finger-like extensions of the built-up area 
along transport routes, dribbling out into bead 
strings. . . . But in recent years the pattern of 
growth has been quite different. The extensions 
have not grown much longer, but they have broad- 
ened, blurred and developed many small off-shoots. 
The spaces between have become peppered with 


More recent than the residential de- 
concentration has been a trend toward 
industrial deconcentration. As Hoover 
and Vernon pointed out with respect to 
the New York metropolitan region: 
“The recent trend has clearly been in 
the direction of a less centralized pattern 
of employment . . . it is likely that more 
and more of the lower-income residents 
of Manhattan and other core areas will 
find employment further out. There is 
already, for example, such heavy reverse 
commuting from upper Manhattan as to 
approximately balance the flow of traffic 
across the George Washington Bridge.”* 
The same authors point out that most of 
the “reverse commuting is effected 
mainly by automobile (including car 
pools), largely because of the inadequacy 
of public transport to the diverse points 
of employment.’ 

The reasons for diverse industrial lo- 
cations were analyzed in a Detroit re- 
gional study. It was concluded that the 
pattern of industrial location in the De- 
troit region followed from the past leap- 
frogging effect of urban residential 
growth. The leapfrogging development 
had resulted in disconnected areas and 
a plant requiring a large site has to be 
located at the outer edge of the urban 
areas where large vacant land sites re- 
main.’ As a consequence of such patterns 
of development, industrial workers (and 





scattered development.” The spaces between the rib- 
bon extensions are still the predominant feature of 
the land use maps of recent years published by area 
planning commissions for many metropolitan areas 
such as Atlanta, Washington, Toledo and Denver. 
Furthermore, the small offshoots cited by Hoover 
and Vernon represent small subdivisions which gen- 
erally would make for the diseconomies of scale 
discussed later in this paper. 

5 [bid., p. 212. 

* Ibid., p. 214. 

*Detroit Metropolitan Area Regional Planning 
Commission, Features of Industrial Location in the 
Detroit Region (Detroit, Michigan: August 1958), 
p. 8. 
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domestics) increasingly commute “out,” 
while the white-collar workers who lo- 
cated in the residential suburbs com- 
mute “in.” 

A notable departure from the radial 
extension of industrial development was 
the Route 128 circumferential highway 
development in the Boston region. This 
horseshoe-shaped highway around the 
landlocked sides of Boston bisects many 
of the radial highways shooting out of 
Boston in all directions and passes near 
many of the bedroom communities on 
the radials. Therefore, as industry locates 
extensively along the circumferential 
highway the needs for transportation pre- 
sumably should be reduced. The disper- 
sion of plants and residential communi- 
ties is great enough, however, that “just 
about all of the thousands whose jobs 
take them to the fringes of the circumfer- 
ential road travel in their own vehicles 
or in car pools.”* In fact so much auto 
traffic is being generated that some sec- 
tions of Route 128 built eight years ago 
are being widened from 4 to 8 lanes. 


II. The Increased Economic Costs 


It has been observed that the uncoor- 
dinated development of land to accom- 
modate our urban growth has resulted 
in increased costs for persons and activi- 
ties in urban areas.® Available data per- 





8 A. S. Plotkin, “Transportation Facilities on Route 
128,” Greater Boston Business Magazine, Route 128 
Supplement, 1959, pp. 6-7, 54-55. 

® As described by Ratcliff: “The outward thrust of 
our urban areas is characterized by scatter and dis- 
persion of land development activities throughout 
the periphery. . . . This uncoordinated process of 
land development imposes added costs on the home- 
owner which could be avoided if land development 
were orderly and compact. The dispersed pattern of 
peripheral settlement and its unplanned arrange- 
ment adds travel and time costs for all persons and 
activities which move about its area.” R. U. Ratcliff, 
“The Provision of Adequate Building Sites in the 
Sixties,” Study of Mortgage Credit (Washington, 
D.C.: United States Senate Banking and Currency 
Committee, 1958), pp. 164-169. 


mit some examination of the nature and 
magnitude of the cost increases in certain 
essential economic activities. In some 
instances the utilization of more re- 
sources, such as more gasoline used in 
longer journeys to work, may be reflected 
in the national income data as increased 
consumption expenditures. However, 
since it represents an involuntary in- 
crease in consumption for a necessary 
everyday function, it constitutes an in- 
creased economic cost for that function. 
Such cost increases are inflationary not 
because of higher wages or product 
prices, but because of inefficiencies in- 
troduced by our plant layout for modern 
living. 

The following discussion utilizes avail- 
able microeconomic data which illustrate 
the increase in costs of various services 
related to the pattern of urban develop- 
ments, and macroeconomic data which 
can indicate roughly the magnitude of 
the aggregate added cost with regard to 
each type of service involved. Data used 
to indicate aggregate additional cost are 
for the period between 1953 and 1957, 
the last complete business cycle period 
for which detailed annual national in- 
come data are available and one in which 
the average annual increase in real GNP 
was less than 2.7 percent.’° 

1. Local Travel. In the case of local 
travel a cost index which only measures 
changes in per-unit (mile) costs does not 
provide a measure of real cost changes 
due to increases in length of local travel 
occasioned by the changed pattern of ur- 
ban growth. An illustration of such in- 
creased local travel is provided by data 
in a study of travel in the Washington, 
D. C. metropolitan area in 1948 and 
1955 by Jacob Silver. Between these two 


* United States Department of Commerce, Office of 
Business Economics, loc. cit. 
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years the total population in the area in- 
creased by 31 percent and the total num- 
ber of dwelling units by 44 percent. The 
total number of average weekly intra- 
area work, shopping and other trips by 
people in autos, taxis, or mass transit 
vehicles, increased by 42 percent, about 
the same as the number of dwelling units. 
However, the estimated aggregate mile- 
age represented by the total average num- 
ber of weekly intra-area trips increased 
by 71 percent." The total mileage for 
the average number of weekly intra-area 
shopping trips showed a 107-percent in- 
crease, for work trips a 49-percent in- 
crease, and for other intra-area trips a 
73-percent increase."? The greatest in- 
creases in intra-area travel trips have 
been in trips made by automobile, with 
some increase in taxi trips and a sharp 
decline in mass-transit passenger trips.’* 

For the country as a whole, expendi- 
tures for user-operated transportation 
increased by $6,746 million, or 26 per- 
cent from 1953 to 1957.14 Over the same 
period the index of private transporta- 
tion costs, reflecting most of the costs of 
user-operated transportation (new and 


11 J. Silver, “Trends in Travel to Central Business 
District by Residents of Washington, D.C. Metro- 
politan Area, 1948 and 1955,” Public Roads, April 
1959, pp. 153-176. Aggregate mileage was estimated 
by multiplying the number of trips shown by Silver 
in two-mile class intervals by the median distance 
for each class interval. 

® The “other” intra-area trips probably are fre- 
quently made to attend movies, P.T.A. meetings, 
childrens’ dance classes, church, etc. The ribbon 
development of successive residential subdivisions 
could be causing such trips to be longer than when 
residential development took a more concentric 
shape around central nonresidential community 
facilities. 

*% Ratios of numbers of 1955 to 1948 trips were 
1.40 for automobile driver and also for automobile 
passenger trips, 1.07 for taxi passenger trips and .76 
for _ transit passenger trips. J. Silver, op. cit., 
p. 163. 

* United States Department of Commerce, Survey 
of Current Business, op. cit., p. 17 for 1953-55 data; 
and, under the same authorship, U.S. Income and 
Output, 1958, p. 150 for 1956-57 data. 


used autos, tires, repairs, gasoline, oil and 
insurance) increased by only 3 percent.’® 
Thus, about 23 percent of the expendi- 
ture increase represented the increased 
use of products and services for travel via 
user-operated transportation. If a further 
adjustment is made for a 7.9 percent 
increase in population,” the adjusted in- 
crease in expenditures for user-operated , 
transportation is about 15 percent or 
$3,950 million (in 1953 dollars) between 
1953 and 1957. 

The adjustment of expenditures for 
population increase in accordance with 
total population increase probably over- 
corrects for the increase in auto travel 
expenditures attributable to population 
increase. The greatest part of the popu- 
lation increase has been in the under-14 
age group which probably engenders 
relatively less travel than the rest of the 
population. The over-correction for pop- 
ulation increase, therefore, probably 
more than compensates for the increase 
in auto expenditures in four years that 
is attributable to better quality cars and 
gasoline or to increased auto travel for 
voluntary pleasure trips, which generally 
account for a minor proportion of all 
auto travel. j 

In mass transit riding, there has been 
a general decline in urban areas in the 
United States. From 1945 to 1956 the 
number of revenue passengers carried on 
transit lines declined from 18,982 mil- 
lion to 8,756 million.’ The straight line 
elongation of distances along highways 





% United States Department of Labor, Bureau of 
Labor Statistics, Consumer Price Index—Price In- 
dexes for Selected Items and Groups, Washington, 
D.C., September 1959, p. 9. 

%6 United States Department of Commerce, Bureau 
of the Census, Population Estimates, Estimates of 
Population of the United States and Components of 
Population Change, January 1, 1950 to September 
1, 1959, Series P-25, No. 206, October 26, 1959, 
Washington, D.C., p. 4. 

% American Transit Association, Transit Fact 
Book, 1957 edition (New York: 1957), p. 8. 
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between major urban centers and places 
of residence has caused a vicious cycle of 
increased mass transit costs and fares and 
declining passenger revenue. The aver- 
age cash cost to the consumer per unit 
mass transit ride in the ten largest cities 
in Ohio, for example, increased from 
9.2 cents in 1948 to 19.0 cents in 1957."* 

In addition to longer distances the 
higher mass transit costs are caused by 
the increasing ratio of peak to average 
service as mass transit has declined. 
There has been less of a decline in jour- 
ney-to-work trips during rush hours than 
in shopping and other trips. Conse- 
quently, with manpower and equipment 
requirements to handle peak loads, there 
is a higher proportion of operating time 
when labor and equipment are not fully 
utilized than in the past, and this in- 
creases costs per unit ride furnished.’® 
Capital-product ratios developed by Ul- 
mer indicate that the declining efficiency 
in local bus line transit commenced after 
World War II. The ratio of capital to 
output, both measured in constant dol- 
lars, which had been declining, began to 
increase in 1947 through 1950, the last 
year covered by Ulmer’s data.”° 

These developments were reflected in 
a 21.3 percent increase in transit fare 
rates in the country between 1953 and 
1957, while the total consumer price in- 


*QOhio Legislative Service Commission, ‘Mass 
Transportation in Ohio,” Selected Metropolitan 
Area Problems, Staff Research Report No. 34, Co- 
lumbus, Ohio, February 1959, p. 30. 

” Ibid., p. 27. 

7M. J. Ulmer, Capital in Transportation, Com- 
munications, and Public Utilities: Its Formation and 
Financing (Princeton, New Jersey: 1960), p. 494, for 
capital-product ratios of bus line transit companies. 
Ulmer points out (pp. 100-101) that the postwar 
rise in the local bus transit capital-product ratio fol- 
lowed in part from the extension of services to new 
suburban areas. He expects a decline in this ratio 
sometime in the period after that covered by his 
study (through 1950), on the basis of less extensive 
and more intensive growth of suburban areas. There 
is no indication as yet, however, of a significant 
change in the extensive growth pattern. 


dex increased only 5.1 percent.” A simi- 
lar course of events occurred with respect 
to railroad commutation, reflected in 
an 18 percent increase in the index of 
railroad coach fares.” 

Factors in the change in aggregate con- 
sumer expenditures for purchased local 
transportation (about 62 percent local 
transit, 32 percent in taxis, and 6 percent 
railway commutation) have been: a large 
decrease in passenger use of local transit; 
increased costs mirrored in the increased 
indexes of fares regulated by public util- 
ity commissions; and some lengthening 
of the average trip. Primarily because 
of a decrease in local mass transit outlays, 
consumer expenditures for purchased 
local transportation declined by $817 
million, from $2,106 million in 1953 to 
$1,289 million in 1957,?* despite an in- 
crease of about 20 percent in the local 
public transit and railway (including 
commutation) fares.* The 1957 expen- 
ditures would have been about $215 mil- 
lion less than $1,289 million if the price 
increases had not occurred. Assuming 
that price increases equal to about one- 
fourth of the latter amount would have 
been necessary, in view of the 1953-57 
increase of 5 percent in the over-all con- 
sumer price index, the balance, or $160 
million of 1957 expenditures for pur- 
chased local transportation might be re- 
lated to special factors of cost increase. 
The latter would include inefficiencies 
resulting from declines in use of equip- 
ment and attendant labor below opti- 
mum levels and lengthened trips, both 


*t United States Department of Labor, Bureau of 
Labor Statistics, op. cit., pp. 1, 9. 

* Ibid., p. 9. Index numbers of coach fares were 
adjusted for a 1954 decrease of federal excise taxes, 
from 20 percent to 10 percent. 

3 United States Department of Commerce, Surve' 
of Current Business, op. cit., p. 17 for 1953-55 data; 
and, under the same authorship, U.S. Income and 
Output, Washington, 1958, p. 150 for 1956-57 data. 

** United States Department of Labor, Bureau of 
Labor Statistics, op. cit., p. 9. 
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related to the pattern of land develop- 
ment. 

If the ($160 million) estimated 
amount of 1957 local purchased trans- 
portation expenditures attributable to 
the special cost factors is adjusted for the 
1953-57 fare increase of 20 percent, it 
represents roughly $133 million in 1953 
transportation dollars. When the $133 
million is added to the previously esti- 
mated 1953-57 increase of $3,950 million 
in expenditures for user-operated trans- 
portation that is in large part related to 
the pattern of land development, the 
total is about $4,083 million in 1953 
dollars. 

2. Water Supply. It has been noted in 
one article surveying the water problem, 
that “an extraordinary growth of subur- 
ban residential projects, many of which 
include a water system separate from that 
of the central city occurred after 1945.” 
In the same article figures on public wa- 
ter supply by size of community in the 
United States in 1950 were estimated as 
follows: *5 


Number of 
Population Served Water Supplies 
Over—100,000........ 93 
10,001—100,000........ 1,141 
5,001—. 10,000........ 2,667 
1001— 5,000........ 8,314 
Under— 1,000........ 8,346 


Total 20,561 
The above figures indicate that 80 per- 
cent of the public water systems served 
communities of 5,000 or less population. 
The size of the water system and number 
and density of customers are significant 
factors in determining costs and charges 
to consumers. Thus, in a 1955 survey by 
the Tennessee State Health Department 


*H. E. Jordan, “The Problems that Face Our 
Cities,” Water, Yearbook of Agriculture, 1955 
(Washington, D.C.: United States Department of 
Agriculture), p. 651. 


of metered residential water rates 
charged in communities with public wa- 
ter supply systems (publicly- and pri- 
vately-owned), variations in average rates 
for 2,500 gallons of water by popula- 
tion size for 154 communities were as 
follows: *° 

Population Group Average Rate 


Under— 1,000........ $2.06 
1000— 3,000........ 2.13 
3,000— 5,000........ 1.96 
5,000— 10,000........ 1.83 

10,000— 35,000........ 1.42 

35,000—400,000........ 94 


In an economic activity such as water 
supply and other utilities, where eco- 
nomic returns to scale increase up to a 
large size,?” the post-World War II pro- 
liferation of small community systems 
has contributed to increased real costs 
per unit of service. The price index of 
water charges to household consumers 
increased by 28.4 percent from 1953 to 
1957." 

Over the same period, consumer house- 
hold expenditures for water increased 
from $724 million to $970 million” or, 
if adjusted for price change, to 793 mil- 
lion (1953) dollars. This would indicate 
about a 10-percent increase in household 





** Tennessee State Planning Commission, Sanitary 
Service Charges in Tennessee, Nashville, Tennessee, 
1955, pp. 17, 18. 

The economies of scale in water supply are in- 
dicated by available data on comparable 1955 
monthly rates per 1,000 cubic feet (7,500 gallons) 
charged by 432 publicly-operated systems serving 
populations of 10,000 or more throughout the coun- 
try. Thus, rates of under $3.00 were charged by 58 
percent of the systems serving populations of 10,000- 
49,000; by 71 percent of those serving 50,000-99,000; 
by 85 percent of those serving 100,000-499,000; and 
by 83 percent of the systems serving 500,000 or more. 
For basic data, see American Water Works Associa- 
tion Staff, “A Survey of Operating Data for Water 
Works in 1955,” American Water Works Association 
Journal, January-June 1957, v. 49, pp. 553-696. 

78 United States Department of Labor, Bureau of 
Labor Statistics, op. cit., p. 5. 

* United States Department of Commerce, Office 
of Business Economics, U.S. Income and Output 
(Washington, D.C., 1958), p. 150. 
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water consumption. If it is assumed that 
there was a proportionate 10-percent in- 
crease in water supply capacity, and the 
average 9 percent construction cost in- 
crease of the 1953-57 period® is applied 
to the added capacity, the average in- 
crease in plant costs spread over all ex- 
isting 1957 water supply plants would be 
about | percent. Higher interest rates in 
new financing and in refinancing might 
add another | or 2 percent to the average 
cost of all household water consumed. It 
seems likely, however, that about 25 per- 
cent of the 28.4-percent increase in aver- 
age water rates between 1953 and 1957 
was due to other causes than higher con- 
struction costs and financing interest 
rates. About $177 million of the $240 
million current dollar increase in house- 
hold water expenditures between 1953 
and 1957 represented rate or price rises 
and, of the former amount, about $155 
million would be due to other causes 
than increased construction and financ- 
ing costs. Smaller than average new water 
systems and elongated distribution lines 
of some larger, new systems probably are 
important elements making for higher 
per-unit costs and rates. 

3. Household Gas. Increased costs of 
bringing gas to households were reflected 
in a 1953-57 increase of about 10 per- 
cent in the price index of gas sold to 
households, almost double the rise in the 
consumer price index for all items.*! In 
the preceding four-year period of 1949- 
53, the index of gas prices increased only 


*° The Associated General Contractors Index of 
Construction Costs, used by the Department of Com- 
merce to deflate sewer and water construction ex- 
penditures, increased by 18 percent from 1953 to 
1957 so that the average increase for construction 
throughout the period can be estimated roughly at 
9 percent. For basic data, see Construction Review, 
1958 Statistical Supplement, p. 54; and March 1959 
issue, p. 34. 

* United States Department of Labor, Bureau of 
Labor Statistics, op. cit., p. 5. 


5 percent, while the total consumer price 
index increased 12 percent. 

American Gas Association data sug- 
gest that part of the relatively greater gas 
price increase in the 1953-57 period than 
in the 1949-53 period represents cost in- 
creases due to a relatively greater 1953- 
57 increase in (miles of) distribution 
mains (23 percent) than in customers 
(14 percent). In the 1949-53 period the 
increase in distribution mains (15 per- 
cent) had been slightly less than the in- 
crease in customers (16 percent).*? Also, 
from 1953 to 1957 the precentage in- 
crease in the quantity of gas sold an- 
nually was only about one and one half 
times as great as the percentage increase 
in total miles of gas main, whereas from 
1949 to 1953 the annual quantity of gas 
sales had increased two and one half 
times as rapidly as the total miles of gas 
main. Data for a 4-year prewar period 
of 1935-39 tend to confirm the hypothe- 
sis suggested by the statistics for the 
1949-53 and 1953-57 periods, namely, 
that a significant part of recent years cost 
and price rises can be traced to the need 
for relatively greater increases in distri- 
bution mains than in customers and 
quantity of gas sold. (See Table I)** 

From 1953 to 1957 annual consumer 
household expenditures for gas increased 
from $1,560 million to $2,351 million.** 
About $205 million of the increased ex- 





® Relative increases in miles of transmission and 
field gathering mains were not significantly differ- 
ent between the first and second periods. 

3M. J. Ulmer, op. cit., has developed a series of 
capital-product ratios for an “all other” utilities 
group—“reflecting the growth of pipelines, gas utili- 
ties, trucking, air transportation and other new in- 
dustries” (p. 25)—which showed a strong decline, 
indicating increased returns to scale, during 1938-41 
and 1942-46, but showed a tendency toward levelling 
in 1947-50, the last period covered by the series 
(p. 497). 

* United States Department of Commerce, U.S. 
Income and Output, op. cit., p. 150, and Survey of 
Current Business, July 1959, p. 17. 
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TABLE I—PERCENTAGE INCREASES IN GAs SALES, CUSTOMERS, MAINS AND 
PRICE INDEX DuRING SELECTED 4-YEAR PERIODS 








Percentage Increases In — 











Number of Quantity of Gas Consumer Price 
Customers Sales Annually Miles of Gas Main Index 
Resi- Resi- Trans- Distri- All 
Period Total dential Total dential | Total? | mission | bution Gas Items 
1953-57.... 14 14 37 44 23 23 23 9.5 5.1 
1949-53.... 16 16 58 52 23 25 15 5.0 12.3 
1935-39. ... 8 8 23 19 6 nN.a. N.a. 0.7 1.2 
































n.a.—not available. 


* The total includes field gathering mains, as well as distribution and transmission mains. 

Sources: Gas industry information—American Gas Association, 1958 Gas Facts, New York, 1958, Tables 
44, 64 and 82 for 1953-57; for earlier years, Historical Statistics of the Gas Industry, New York, 1956, Tables 
49, 50, 69 and 87. Consumer Price Index—United States Department of Labor, Bureau of Labor Statistics, 
Consumer Price Index—Price Indexes for Selected Items and Groups, Washington, September 1959, pp. 4-5. 


penditures represented gas price in- 
creases. The latter amount of increase 
would have been about $90 million less 
if the gas price increase had been no 
greater than the increase in the over-all 
Consumer Price Index. 

4. Telephone Service. Influences simi- 
lar to those affecting gas costs can be 
traced with respect to telephone service 
costs where the effects were reflected in 
increased telephone service charges, more 
in 1949-53 than in 1953-57. Between 
1953 and 1957 household telephone serv- 
ice charges (adjusted for changes in ex- 
cise tax rates) rose 5.8 percent, only about 
one-tenth more than the total consumers 
price index.** Over the same period, for 
Class A telephone carriers who provide 
service for about 90 percent of the tele- 


* Based on an increase of 9.53 percent in cost of 
household gas, shown by the Bureau of Labor Sta- 
tistics’ Consumers Price Index data. 

% The component price index for household tele- 
phone charges in the Bureau of Labor Statistics’ 
Consumers Price Index (1947-49 = 100) is 123.2 in 
1953 and 123.8 in 1957. After adjustment of the 
figures for a 1954 reduction in the federal telephone 
excise taxes, equal to 5 percent of charges, the in- 
crease in charges (based on costs under public utility 
regulation) retained by the provider of the service 
was 5.8 percent. 


phones in the country, the number of 
telephones increased 27 percent, the an- 
nual number of local calls rose by 26 
percent*? and the miles of cable and 
aerial wire increased 42 percent.** In this 
period a percentage rise in sales (local 
calls) equivalent to the percentage rise in 
number of telephones may have in- 
creased earnings to largely offset in- 
creased carrying costs of disproportion- 
ately greater line extensions, and rate 
increases were not much greater than 
overall consumer price increases. (See 
Table II) 

In the preceding four-year period of 
1949-53 the total consumers price index 
rose 12 percent and the index for house- 
hold telephone charges rose 18 percent; 
the number of telephones increased by 
22 percent, the miles of aerial cable and 
wire by 27 percent and the annual num- 
ber of local calls by only 15 percent. The 
failure of sales (local calls) to increase as 





3 The annual number of toll calls, equal to 3 to 4 
percent of the total number of calls, increased by 38 
percent between 1953 and 1957. Federal Communi- 
cations Commission, Statistics of Communications 
Common Carriers, for 1957, Washington, p. 21. 

% Ibid. p. 19. The book cost of total telephone 
plant increased by 64 percent from 1953 to 1957. 
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TABLE II—PERcENTAGE CHANGES IN NUMBER OF TELEPHONES, LocAL CALLS, MILES OF 
TELEPHONE CABLE AND AERIAL WIRE, AND TELEPHONE PRICE INDEX 
DuRING SELECTED 4-YEAR PERIODS 








Percentage Increases In — 











Consumer Price Index 
Number of Annual Number | Miles of Cable 
Period Telephones of Local Calls | and Aerial Wire Telephone All Items 
1953-57..... 27 26 42 5.81 5.1 
1949-53..... 22 15 27 17.9 12.3 
1935-39..... 21 23 9 -1.8 1.2 




















* Adjusted for 1954 reduction of federal excise tax equal to 5 percent of charges. 

Sources: Telephone industry information—Federal Communications Commission, Statistics of Communi- 
cations Common Carriers, for year ending 1957, pp. 20-21. Consumer Price Index—United States Depart- 
ment of Labor, Bureau of Labor Statistics, Consumer Price Index—Price Indexes for Selected Items and 


Groups, Washington, September 1959, pp. 4-5. 


rapidly as the distribution facilities prob- 
ably was partly responsible for the need 
to raise charges one and one half times 
as much as all consumer prices. (See 
Table IT) 

In contrast to the latter experience, in 
the prewar period of 1935-39, the num- 
ber of telephones increased 21 percent, 
the miles of cable and wire only 9 per- 
cent and the annual number of local 
calls by 23 per cent. The index of house- 
hold telephone rates declined 1.8 per- 
cent, while the total consumers price in- 
dex rose 1.2 percent. (Table II) Since 
the relative increase in the number of 
telephones (and in telephone calls) was 
two and one third times as great as the 
increase in miles of cable and wire, there 
were increased returns to scale (assum- 
ing no disproportionately great increases 
in other plant facilities) which permitted 
rate reductions.*® To achieve this in- 
creased efficiency it apparently required 


“MM. J. Ulmer, op. cit., (p. 483) shows annual 
capital-product ratios for telephones that declined 
from 2.36 in 1935 to 1.94 in 1939, reflecting in- 
creased returns to scale. The ratio continued to 
decline to 1.27 in 1946. Then it began to rise, with 
a sharp rise for the last two years of the series, bring- 
ing it up to 1.84 in 1950, indicating declining re- 
turns per unit of capital in the latter years. 


a fairly concentrated locational pattern 
of new telephone users. 


Telephone rate increases were rela- 
tively not much greater than in the index 
of all consumer prices in 1953-57 as in- 
creased patronage probably offset in- 
creased service unit costs allocable to 
disproportionately greater cable and wire 
extensions. Therefore, the amount of in- 
creased cost related to the disproportion- 
ate extension of lines cannot be estimated 
on the basis of aggregate expenditures 
and relative price changes for telephone 
services and for other consumption items. 


5. Electric Utilities. In the case of elec- 
tric utilities there was a reduction in per- 
unit (kilowatt hour) charges between 
1953 and 1957 which apparently resulted 
from reduced unit costs. This came about 
through an increase of 51 percent in 
annual residential sales while only a 41- 
percent increase in plant investment 
occurred between 1953 and 1957. There 
was a 32-percent increase in per cus- 
tomer consumption, allowing greater 
utilization of existing lines, plus a 14- 
percent increase in the number of resi- 
dential customers. With the aid of these 
developments there was a small reduc- 
tion between 1953 and 1957 in the aver- 





OF 


ni- 
irt- 
nd 


m 








COST-PUSH OF URBAN GROWTH 27 


age private electric company revenue per 
kilowatt hour sold for residential use.*° 
It is likely, however, as indicated by one 
electric company executive (Laidlaw), 
that greater reductions in electric utility 
rates have been prevented by the sprawl 
and scatter of our metropolitan area land 
use development.** 

6. Public Schools. There is a generally 
recognized need for an acceleration in 
the provision of public services to accom- 
modate population growth and to meet 
various backlog requirements. The ur- 
gency of needs for some public service 
facilities may serve, however, as a catalyst 
for the construction of public service 
plants well below optimum size (from 
capital-cost and operating-cost view- 
points) in order to provide services for 
small, new subdivision developments. A 
view of the situation through a cross-sec- 
tional comparison of unit service costs 
for communities of different size in dif- 
ferent parts of the country may not re- 
flect economies of scale because there are 
differences in the quality of service pro- 
vided. There are data, however, on capi- 
tal and operating costs for a given quality 
of plant and services within a limited 
jurisdiction which illustrate the econo- 
mies of scale. 

Expenditures for local elementary and 
secondary public schools constitute the 
largest expenditure for a single function 
by state and local governments. The 
economies of scale in construction and 
equipment of schools are illustrated in a 


See Federal Power Commission, Statistics of 
Electric Utilities in the United States, Privately- 
Owned (Washington, 1957), p. xxiii. The electricity 
price index component of the Bureau of Labor Sta- 
tistics Consumer Price Index, based on charges in 
large cities, however, showed a 2.5 percent increase 
during the 1953-57 period. 

“See, C. D. Laidlaw, “Utilities In and Out of 
Planning,” in Urban Problems and Techniques, P. 
L. Norton, editor (Lexington, Massachusetts: Chand- 
ler-Davis Publishing Co., 1959) pp. 130-154, par- 
ticularly pp. 132-134. 


study by Isard and Coughlin based on 
elementary school building in Connecti- 
cut and secondary school construction in 
Massachusetts. They estimated that con- 
struction costs per square foot were 22 
percent higher for a 20,000-square-feet 
elementary school and 33 percent higher 
for a 10,000-square-feet school than for 
an elementary school building of 60,000 
square feet. For a 40,000-square-feet sec- 
ondary school building, the construction 
cost per square foot was estimated to be 
8 percent higher than for a 60,000- 
square-feet building, but lower than for 
the latter by 12 percent for a secondary 
school of 180,000 square feet.*? 

Isard and Coughlin also cited data on 
per pupil operating costs in several states 
which showed that per pupil cost de- 
creased as number of pupils in a school 
increased. In Indiana, for example, per 
pupil operating costs ranged from $353 
in secondary schools with enrollment of 
50 to 99 pupils to $235 for schools of 900 
to 999 pupils ($237 for schools of 1,000 
or more).*? Figures cited on total current 
expense per pupil in 8-year elementary 
schools in Pennsylvania school districts, 
1947-48, showed a range of $124 for 
schools with 50-pupil average daily mem- 
bership to $93 for schools with 350 pu- 
pils.** 

Available evidence suggests that there 
has been a trend toward smaller schools 
which generally have higher operating 
costs as well as capital charges. From 





“ W. Isard and R. Coughlin, Municipal Costs and 
Revenues Resulting from Community Growth 
(Wellesley, Massachusetts: Chandler-Davis Publish- 
ing Co.) p. 71. 

* Ibid., p. 79. Source of data cited is “Analysis of 
Current Expenditures of Selected Indiana High 
Schools,” Indiana University School of Education 
Bulletin, May 1954, pp. 1-28, in particular Table II. 

“ Tbid., p. 82. Source of data cited is Public School 
Attendance Areas, A Report of the Joint State Gov- 
ernment Commission to the General Assembly of 
the Commonwealth of Pennsylvania, Subcommittee 
on Public School Attendance Areas, 1951 Session. 
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1939-40 to 1953-54, public school en- 
rollment (in kindergarten through 12th 
grade) increased by 14.8 percent; but the 
number of principals—presumably one 
to a school—increased by 17.8 percent.** 

State and local expenditures for pub- 
lic elementary and secondary schools in 
1953 totaled $6,234 million ($4,697 mil- 
lion for personal services and $1,537 
million for construction).*® Available 
state and local expenditure data for 1957 
for local schools are sufficiently compar- 
able to indicate the magnitude of change. 
The 1957 expenditures totaled $10,199 
million ($7,426 million for personal 


* United States Department of Health, Education 
and Welfare, Office of Education, Statistics of State 
School Systems: Organization, Staff, Pupils and 
Finances, 1953-54, Washington, 1956, p. 27. 

W. Z. Hirsch, “Expenditure Implications of Met- 
ropolitan Growth and Consolidation,” Review of 
Economic Statistics, 1959 41, pp. 232-241, has pre- 
sented data showing that the number of principals, 
superintendents and consultants per 1,000 pupils in 
average daily attendance increased from 1.65 in 
1940 to 2.70 in 1958. 

Based on a study of 27 school districts in the St. 
Louis area, Hirsch concluded that there are no 
significant economies of scale for school districts. It 
should be noted, however, that per pupil capital and 
operating costs for schools of different size may yield 
different results as to economies of scale than per 
pupil cost for school districts. (W. Z. Hirsch, “Analy- 
sis of the Rising Costs of Public Education,” Study 
Paper No. 4, Study of Employment, Growth and 
Price Levels for the Joint Economic Committee, 
United States Congress, Washington, November 10, 
1959, p. 239). 

A different view than Hirsch’s is taken by the 
Research and Policy Committee of the Committee 
for Economic Development. In its January 1960 
summary policy statement based on a three-year 
study of the public schools, the Committee said, 
“The inefficiently small school district has been with 
us too long. For years we have known that a com- 
plete school program can hardly be conducted by a 
unified school system with less than 2,000 students. 
Advantages continue to accrue until a school system 
reaches perhaps 25,000 students. 

Small enrollments do not reflect sparse popula- 
tions. Rather they result from school districts cov- 
ering tiny areas.” R. Lazarus, Can We Have Better 
Schools (New York, New York: Committee for Eco- 
nomic Development, January 1960), pp. 18-19. 

“ United States Department of Commerce, Bureau 
of the Census, Summary of Governmental Finances 
in 1953, Release G-GF-53, October 20, 1954, p. 27. 


services and $2,773 million for construc- 
tion).*? Data for 1953 and for 1957 ex- 
clude interest paid on outstanding debt. 
If the 1957 expenditure total is adjusted 
for increased student enrollment of 16.6 
percent*® and for price changes,*® it is re- 
duced to $7,586 million, comparable 
with $6,284 million for 1953. The $1,352 
million may reflect increased quality of 
teaching, such as more specialists, to some 
extent, but it probably also reflects dis- 
economies of scale.*° 

7. Sewer Service. Sewage treatment 
plant capital and operating costs also 
have marked economies of scale. Thus, 
based on general cost estimating curves 
used by the Division of Sanitation of the 
Massachusetts Department of Public 
Health, Isard and Coughlin show capi- 
tal outlays per million gallons daily ca- 
pacity for complete sewage treatment 
plants at about $400,000 for a 2-million- 
gallons-daily plant, under $300,000 for a 
10-million-gallons-daily plant, and about 
$250,000 for a 20-million-gallons-daily 
plant. The latter would serve a popula- 
tion of 200,000. Lesser economies of scale 


*' United States Department of Commerce, Bureau 
of the Census, Summary of Governmental Finances 
in 1957, Release G-GF-57, August 24, 1958, p. 32. 

48 United States Department of Commerce, Bureau 
of the Census, Current Population Reports, School 
Enrollment: October 1953, P-20, No. 52, January 22, 
1954 and School Enrollment: October 1957, P-20, 
No. 80, Feb. 13, 1958. 

* Expenditures were converted to 1953-dollar 
terms by use of implicit deflators for state and local 
government purchases of goods and services used by 
United States Department of Commerce to derive a 
constant dollar series of gross nationa! product. 

° A series of constant dollar per pupil daily cur- 
rent expenditures plus debt service were developed 
by Hirsch. After subtraction of the auxiliary service 
costs—for transportation, cafeteria, health services, 
etc.—the series exhibits marked stability over the 
1900-1948 period; however, the biennial constant 
dollar daily expenditures per pupil exclusive of 
auxiliary services for the 1948-58 decade ($1,391, 
$1,403, $1,418, $1,406, $1,451, $1,454) suggest an 
upward trend. Hirsch, “Analysis of Rising Costs of 
Public Education,” op. cit., pp. 33-34. 
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were found for primary treatment 
plants.** 

Isard and Coughlin also show data fur- 
nished by the same Massachusetts De- 
partment on costs of operating secondary 
sewage treatment plants in Massachu- 
setts in 1953. For plants with a daily 
sewage flow of under .50 million gallons 
the cost per million gallons ranged be- 
tween $38 and $87, and the estimated cost 
per capita per year ranged from $1.40 to 
$3.20. For plants with 1.70 millions or 
more gallons daily flow (excluding one 
plant identified as “known to be inefh- 
cient”) the cost per million gallons 
ranged from about $11 to $20 and the 
estimated cost per capita per year be- 
tween $.40 and $.70.°2 

The great majority of community 
sewer systems in the United States serve 
small populations. In a statistical sum- 
mary of the Public Health Service’s 1957 
inventory of sewage facilities, it is 
pointed out that almost 76 percent of the 
communities with installed sewer facili- 
ties had less than 5,000 population and 
95 percent had less than 25,000. Further- 
more, as the population increased over 
the 12 years, 1945-57, there apparently 
was an increase in the proportion of the 
population served by small systems. 
Thus, from 1945 to 1957 the proportion 
of the total sewer-connected-population 
living in communities with populations 
of under 10,000 increased from 19 per- 
cent to 21 percent, but the proportion 
living in communities of over 100,000 
decreased from 49 to 45 percent.** 





51Jsard and Coughlin, op. cit., p. 66. The Massa- 
chusetts data were found by Isard and Coughlin to 
be consistent with data on 15 treatment plants con- 
structed in Iowa for which cost data were published 
in 1955. 

® Op. cit., p. 76. 

8 J. R. Thomas and K. H. Jenkins, Statistical 
Summary of Sewage Works in the United States 
(Washington, D.C.: United States Public Health 
Service, 1958), pp. 26-27. The same source shows 


Between 1953 and 1957, state and lo- 
cal government expenditures for sanita- 
tion increased from $703 million in 1953 
($372 million for construction and $331 
million for personal services—including 
rubbish collection and street clearing in 
some areas) to $1,105 million in 1957 
(including $622 million for construc- 
tion and $483 million for personal serv- 
ice).>* Adjusting the 1957 total of $1,105 
million for a 7.9 percent population in- 
crease and for price changes,** leaves an 
increase of $185 million in 1953 purchas- 
ing terms that is more than in propor- 
tion to total population increase. This 
may be due in part to the larger urban 
than total population increase and to in- 
creased intensity of sewage treatment. On 
the other hand, a certain amount of 
automation in new treatment plants 
(especially in larger ones) should have 
helped reduce average operating costs. 

In the provision of sewage, as well as 
educational services, large new capital 
outlays to overcome backlog require- 
ments may have led to the increased total 
expenditures of recent years. The fact 
that there were 20- and 30-percent in- 
creases in constant dollar per-capita ex- 
penditures for public elementary and 
secondary schools and for sanitation, re- 
spectively over a 4-year period, however, 
suggests less efficiency in the provision of 
these services in many new areas than the 
prevailing average level of efficiency, as 


that one percent of the communities with sewer 
facilities had over 100,000 population. These com- 
munities contained 45 percent of the sewer-connected 
population and served over 53 percent of that pop- 
ulation through their sewage discharge or treatment 
facilities. 

4 United States Department of Commerce, Bureau 
of the Census, Summary of Governmental Finances 
in 1953, Release G-GF-53, Oct. 20, 1954, p. 27; 
and Summary of Governmental Finances in 1957, 
Release G-GF-57, Aug. 24, 1958, p. 32. 

% Price adjustment by use of United States De- 
partment of Commerce implicit deflators for state 
and local purchases of goods and services. 
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well as some improvement in quality of 
service. 

8. Highways. It is not feasible to de- 
lineate increases in highway construction 
expenditures caused by local travel re- 
quirements related to the new pattern of 
urban growth from construction expen- 
ditures generated by other travel. A great 
deal of expensive multiple-lane highway 
construction in recent years, however, 
has been in response to heavy daily sub- 
urbs-to-city-and-return traffic. It has been 
estimated by Francis Bello that about 
half of the expenditures for the interstate 
highway system (being built with 90- 
percent federal grants-in-aid) will be for 
5,500 miles of high capacity urban ex- 
pressways, going around or into cities of 
more than 50,000 population.** The total 
federally-aided interstate highway pro- 
gram will involve about $25 billion in 
expenditures by all levels of government, 
to build about 41,000 miles of highway. 
A significant proportion of state and lo- 
cal government expenditures for other 
highway programs, no doubt, also is 
needed to accommodate the “extra” 
travel necessitated by the urban ribbon 
development of recent years. 

The increase in highway construction 
expenditures can provide some rough 
approximation of highway costs in esti- 
mating the magnitude of increased costs 
related to the new urban development 
pattern. After adjustment for population 
and price changes, the 1957 expenditure 
for public highway construction was 
about 35 percent, or $1,053 million more 
than in 1953, in 1953 highway construc- 
tion dollars.*” 





%F, Bello, “The City and the Car,” Fortune, Oc- 
tober 1957, p. 158. 

5% Public highway construction in constant 1954 
dollars. United States Department of Commerce, 
(U.S. Income and Output, op. cit., p. 191) adjusted 
to 1953 base by use of Commerce Department im- 
plicit deflator for highway construction and adjusted 
for 7.9 percent population increase. 


9. The Magnitude of Increased Costs. 
There doubtless are other private and 
public functions and services which have 
become more costly as a result of the 
changed pattern of urban growth. On 
the other hand, the various expenditure 
increases—adjusted for population and 
price changes—are only partly due to in- 
efficiencies introduced by our plant lay- 
out for urban living of recent years. 

As a point of departure, however, it is 
noted that in constant (1953) dollars, 
after adjustment for population change, 
the estimated aggregate 1953-57 cost in- 
crease for six functions was $6,918 mil- 
lion.*®= In 1957-GNP-price-terms the 
increase was about $7.5 billion. If it is 
assumed that one-third of the constant 
dollar expenditures increase, adjusted 
for population change, is due to upgrad- 
ing in the quality of services and desired 
per capita consumption increases, there 
would still remain an increase of about 
$5 billion, more than 1 percent of the 
1957 GNP. This indicates roughly the 
magnitude of the increase in real costs 
arising over a four-year period from eco- 
nomic inefficiencies related to the cur- 
rent pattern of urban development. 


III. Possible Effects Upon Economic 
Growth and Inflation 


If the present urban growth patterns 
continue without increased planning for 
coordinated land use, related inefficien- 
cies in performance of everyday func- 
tions and in provision of necessary serv- 
ices will also continue to grow. Since 
much of the increase of economic costs is 
in the form of increased per capita capi- 
tal outlays, larger than necessary amounts 





5% The total of $6,918 million is the sum of esti- 
mated increases of $4,083 million for local trans- 
portation of people, $155 million for water, $90 
million for gas, $1,352 million for public schools, 
$185 million for sewerage and $1,053 million for 
highway construction. 











le 
1e 


5 








COST-PUSH OF URBAN GROWTH 31 


of long-term capital funds and of non- 
financial resources are utilized in financ- 
ing and construction, respectively, of 
required service plants. The consequent 
increased drain upon long-term funds, 
labor, and material decreases the re- 
sources available for other capital forma- 
tion. This tends to limit the total amount 
of capital formation in the economy as 
well as to raise dollar costs throughout 
the economy as competition for available 
resources is increased. 

Another inflationary effect is created 
by the increases in real costs of transpor- 
tation, utilities and public services which 
are translated into higher prices and 
user-taxes. The higher prices paid by 
producers directly increase costs while 
the increase in consumer cost of living 
indirectly creates pressures for produc- 
tion wage increases. ‘The potential spread 
of increased production costs throughout 
the economy can adversely affect our in- 
ternational trading position as well as 
the stability and growth of the economy. 

It may be argued that the 1953-57 
growth experience was temporary and 
over the long-run economic growth will 
equal or exceed the 3-percent rate of the 
half century ending in 1957. That could 
happen despite diseconomies of scale re- 
sulting from inefficiencies inherent in ur- 
ban growth patterns. It should be noted, 


however, that during the first half of the 
1907-57 period the urban population 
growth continued to be concentrated in 
and close about the centralized industrial 
production centers of large cities. This 
pattern was a continuation of urban 
growth during the industrial revolution, 
dependent upon steam power, which 
could only be transmitted for short dis- 
tances. Only in the last two decades has 
the pattern of relatively dispersed urban 
population growth assumed major pro- 
portions. As necessary services had to be 
provided in the new urban locations, dis- 
economies of scale have led to cost-and- 
price increases that might have been par- 
tially avoided. 

It appears likely, therefore, that a con- 
tinuation of post-World War II urban 
growth patterns would continue to foster 
less-than-optimum capital and operating 
facilities for certain everyday functions. 
The resultant uneconomic use of re- 
sources tends to restrict total capital 
growth in the economy and makes for 
cost increases. This exploratory study 
suggests that the magnitude of the real 
cost increase involved probably is sig- 
nificant enough to warrant much more 
intensive study of the problem in order 
to provide guidance for policies that 
might promote a more rational pattern 
of land use development. 





Railroad Pricing: 


HE objective of this paper is to 

describe and evaluate, from an eco- 
nomic rather than a legal standpoint, a 
recently applied approach to the pricing 
of a particular railroad transport service. 
The underlying assumption is that, if 
this pricing procedure is shown to be 
sound when tested in terms of a realistic 
application of economic principles, it 
should be given consideration in formu- 
lating regulatory policy. 

The method in question, used in the 
so-called Paint case, was highly publi- 
cized as a deviation from normally ac- 
ceptable competitive rate-making pro- 
cedure. The newly authorized price is 
below fully allocated (average unit) cost, 
justified by market research findings and 
price elasticity of demand calculations. 
In the past, demand considerations were 
limited to what transport price the com- 
modity could bear (total transport de- 
mand) without due consideration given 
to demand elasticity for specific railroad 
service. 

This article will describe briefly the 
general situation leading up to the case, 
the method used to justify the price 
change, and finally will evaluate this new 
approach in terms of whether or not it 
fits an economist’s model of a pricing 
system designed to achieve the most eco- 
nomical use of our transport system. 


Background of the Railroad 
Pricing Problem 


Railroads had to be built in advance of 
demand because the availability of rail- 





* Associate Professor of Transportation, Georgia 
State College of Business Administration, Atlanta, 
Georgia. The author is also a practicing attorney 
specializing in transportation law. 

1 Paints and Related Articles in Official Territory, 
308 ICC 4389 (1959). 


A Case Study 


By KENNETH U. FLOOD* 


road service was an essential factor in 
generating that type of economic activity 
which would eventually require its serv- 
ices. Initial construction and essential 
improvements required high fixed and 
specialized capital investments? and re- 
sulted in excessively large single units 
in terms of plant capacity. Consequently, 
fixed costs are substantial, estimated to 
be as high as 66 percent of short-run, 
fully-allocated costs. Also complicating 
the cost structure is the fact that many 
elements of costs which might be consid- 
ered variable in the short run are com- 
mon to both the freight and passenger 
traffic. The presence of these significant 
fixed and common costs allows only a 
very arbitrary allocation of costs.’ 

In addition to the inability to calculate 
pertinent cost data coupled with the ex- 
istence of chronic overcapacity, another 
significant factor that entered into the 
early pricing picture was that the rail- 
road industry, considered in the aggre- 
gate because of its rate conference 
method of establishing prices, had a vir- 
tual monopoly in freight transport serv- 
ice. Until the 1930’s the only effective 
competition came from water carriers 
in certain very limited areas. 


* Turnover of capital for railroads is about once 
every three years. Compare this to the steel in- 
dustry’s capital turnover of once every one-and-one- 
half years. Dudley Pegrum, Price Competition in 
Transportation (distributed by Railroad Progress 
Institute, Chicago, Illinois, n.d.). 

*See, A Brief History of the Separation of Rail- 
road Operating Expenses Between Freight and Pas- 
senger Services, Statement No. 577, and Rail Carload 
Cost Scales By Territories as of January 1, 1958, 
Statement No. 2-58, both prepared by the Cost Find- 
ing Section, Interstate Commerce Commission. For 
a Statistical method using multiple regression as the 
basic technique, see Meyer and others, The Econo- 
mics of Competition in the Transportation Indus- 
tries (Cambridge, Massachusetts: Harvard Univer- 
sity Press, 1959). 
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As a result of limited competition the 
railroads attempted to maximize profits 
by an elaborate differential pricing 
scheme commonly called the “value of 
service” or “what the traffic will bear” 
concept. Since no substitute service ex- 
isted for most commodities and hauls, 
the railroads could discriminate widely, 
charging high prices in cases in which 
the derived demand was believed to be 
inelastic and low prices if demand was 
elastic. These demand estimates were 
based primarily on the value of the goods 
to be transported: the lower the ratio of 
transportation costs to ultimate selling 
price the more inelastic the demand for 
transport service was considered to be.* 

Low freight rates (below fully-allo- 
cated or average cost but above direct 
cost) were established when it was felt 
that such prices would stimulate more 
long-haul movements..of agricultural 
products and basic raw materials having 
relatively high elasticities of demand for 
transport service. Assuming high fixed 
costs and excess capacity, lower than av- 
erage prices would result in larger total 
contribution to overhead expenses. 

To justify pricing of low value com- 
modities at below fully-allocated costs it 
has been argued successfully that such 
prices do not burden other traffic by 
causing it to pay higher prices but in 
reality, benefit all traffic. Since all traf- 
fic supposedly covers direct costs, fixed 
costs are spread over more units, reliev- 
ing other traffic of some fixed cost bur- 
den that would have to be borne by it 
had the low value freight not been able 
to move in substantial quantities because 
of high rates. This situation is commonly 
expressed by saying that the railroads are 


‘Certain cost-of-service factors such as perishabil- 
ity, susceptibility to damage, and extremely low- 
density loading characteristics were also given some 
consideration. 


subject to the law of increasing returns, 
which is true up to the point of most 
efficient utilization of the existing plant.° 
Changing Demand for Rail Transport. 
In the previous section, the classical ap- 
proach to railroad pricing was described 
as differential pricing based on estimates 
of general transport demand regardless of 
the agency or agencies which transport 
it. Because of control over pricing by 
rate conferences and the Interstate Com- 
merce Commission, this monopoly-based 
pricing scheme was effective in spite of 
potential intra-agency rail competition. 
What is shocking is that this method per- 
sists today and has, in effect, created a 
price umbrella under which a generally 
higher cost substitute form of transpor- 
tation now flourishes. What was once 
effective, when only intra-agency compe- 
tition existed, has been shown to be quite 
ineffective in the light of rapidly develop- 
ing inter-agency competition especially 
from truck and barge transportation. 
Although “value of the service” is still 
a valid consideration in railroad pricing 
and, in the author’s opinion, should not 
be discarded, a different yardstick must 
be adopted, namely, one that takes into 
consideration the cost of alternative 
forms of transportation. Stated differ- 
ently, the effective ceiling on a railroad 
rate on any commodity once was that 
commodity’s ability to pay. The ceil- 
ing has now fallen, and is located at the 
point of the cost to the shipper of either 
hauling his own products in his own 
trucks or his own barges, or prices of sub- 
stitute for-hire motor or water carriers.* 
Consequently, the present demand for 


*D. Philip Locklin, Economics of Transportation 
(Homewood, Illinois: Richard D. Irwin, 1954), p. 
141. 

* Transportation Policy: Hearings before Sub- 
committee of the House Committee on Interstate 
and Foreign Commerce on H.R. 6141 and other 
bills, Part I, pp. 406-407, 415-417. 
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rail service not only is the function of 
total price (which would include differ- 
ences in costs of preparing goods for 
shipment) but is a function of service 
considerations as well, such as time-in- 
transit, reliability, and other factors. 

The evidence now clearly points out 
that, in spite of the fact that the rail- 
roads are the low cost carrier especially 
for distances over 100 miles,’ the con- 
tinued use of this monopolistic pricing 
system has had a disastrous effect on their 
market position. In the years 1929 to 
1957 inclusive, the national population 
increased 40 percent; the value of the 
gross national product, 124 percent; in- 
dex of industrial production, 142 per- 
cent; and intercity freight ton-miles, 123 
percent. During the same interval the 
participation of the nation’s railroads in 
for-hire intercity freight decreased from 
74.9 to 46.4 percent; and between 1946 
and 1957 rail participation in intercity 
freight ton-miles declined from 66.6 to 
46.4 percent. In comparison to rail 
freight ton-miles, which have increased 
only 38 percent since 1929, truck freight 
ton-miles as well as freight ton-miles 
moving over inland rivers and canals 
have increased thirteen-fold.® 

Excluding the so-called Pocahontas 
railroads, the corresponding rates of re- 
turn on net investment for eastern rail- 
roads declined from 5.58 percent in 1929 
to 2.44 percent in 1951.° While other 
factors such as inflation and declining 
passenger patronage have contributed to 
this financial impairment, it seems ap- 


* Meyer, op. cit., p. 152; James C. Nelson, Rail- 
road Transportation and Public Policy (Washing- 
ton, D.C.: Brookings Institution, 1959), p. 172-173; 
Williams, The Regulation of Rail-Motor Rate Com- 
petition (New York, New York: Harper & Broth- 
ers, 1958), pp. 210-212. 

8 Paints and Related Articles in Official Territory, 
308 ICC 439, 441 (1959). 

® Ibid., p. 441. 


parent that the typical pricing approach, 
which included across-the-board percen- 
tage increases on top of a monopoly- 
based price structure, resulted in the rail- 
roads pricing themselves out of the 
market. It became a vicious circle of ris- 
ing costs, rising rate levels through gen- 
eral rate increases, lower traffic volume, 
rising costs, and so on. Surely not helping 
the situation is the fact that the Inter- 
state Commerce Commission has not for- 
mulated any regulatory policy concern- 
ing what price theory generally would be 
acceptable on competitive traffic, prefer- 
ring to make individual decisions for 
each pricing case.’ 


Market-Oriented Pricing: 
The Paint Case 


Publicized as an Interstate Commerce 
Commission authorized departure from 
typical railroad pricing, the Paint case 
describes a recent attempt by the eastern 
railroads to regain freight movements 
of a high value commodity lost to the 
truckers. Prices were cut on this service 
to a level below railroad fully-allocated or 
average unit costs. The strategy was to 
maximize net revenue through increased 
volume of traffic. Although the published 
report of the case did not describe the 
pricing procedure in detail, it did give 
the following pertinent information. 

On the Demand Side. (1) From De- 
partment of Commerce published data, 
it was estimated that, in 1956, 4.5 billion 
pounds of paint and paint material were 
shipped from points in the eastern terri- 
tory by all means of transportation. 

(2) A survey was made, through the 
use of questionnaires, of many of the 





For a discussion of the legal aspects see, Merrill 
Roberts, “The Regulation of Transport Price Com- 
petition,” Law and Contemporary Problems, Au- 
tumn 1959; Nelson, op. cit., chap. 5. 
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paint producers in the United States. 
Responses were received from twelve of 
the largest producers in the East, who 
shipped approximately 65 percent of 
eastern territory production, and from 
about 25 smaller producers. The results 
showed that, after subtracting tank-car 
and tank-truck shipments and all ship- 
rents under 20,000 pounds (traffic not 
subject to the proposed rates), 7.6 per- 
cent of the traffic moved by rail, 82.5 per- 
cent moved by for-hire trucks, and 9.9 
percent by private trucks. 


(3) From these and other sources, it 
was estimated that there is in this paint 
traffic a total annual rail potential of 1.4 
billion pounds. 

(4) From the survey returns and from 
oral testimony of two leading paint pro- 
ducers, the railroads estimated that un- 
der the new rates they may be able to re- 
gain 30 to 40 percent of the traffic. 

On Cost Estimates. (5) From the 1956 
one percent waybill study of the Inter- 
state Commerce Commission, of 178 car- 
loads of paint products found, 21 con- 
sisted of commodities subject to the new 
rates. Expanding these 21 shipments to a 
100 percent base indicated that in 1956 
approximately 2,100 carloads of the sub- 
ject commodities moved in eastern terri- 
tory. To test the 1956 sample, a similar 
study was made of the 1957 one percent 
waybill sample, which confirmed the ac- 
curacy of the 1956 sample. 

(6) The 21 shipments in the sample 
were found to have an average haul of 
528 miles, an average load of 53,300 
pounds, and an average revenue yield 
of $407 per car. 

(7) The above findings were then ap- 
plied to 1956 cost data compiled by the 
Interstate Commerce Commission for 
boxcars in average trains in the eastern 
territory, with adjustments to reflect 
wage and price levels as of January 1, 


1958. An average estimated out-of-pocket 
cost of $211 per car was obtained.” 

(8) The new prices reflected drastic re- 
ductions, ranging from around 50 to 80 
percent below motor carrier rates. 

(9) The weighted-average revenue per 
car under these new prices for the av- 
erage haul of 528 miles (sample aver- 
age) would be $330. Subtracting from 
this the out-of-pocket estimated cost of 
$211 leaves an average contribution of 
$119 per car, 56 percent above the long- 
run out-of-pocket costs. 

On Revenue Estimates. (10) Since the 
new prices represent drastic reductions 
in present prices, the revenue loss from 
present rail traffic was estimated at $250,- 
000 a year. However, due to required 
heavier loadings under new prices and 
the consequent use of fewer cars, it was 
estimated that rail costs would be re- 
duced by $75,000 on present traffic, of 
which one-third would accrue to ship- 
pers and two-thirds to the railroads. This 
would reduce the revenue loss to $200,- 
000. 

(11) To recover this loss, it was esti- 
mated that the railroad would have to 
increase their annual traffic volume by 
about 1,075 carloads per year, or by only 
5.3 percent of the estimated rail traffic 
potential of 1.4 million pounds, as com- 
pared with the estimated 30 to 40 percent 
of total tonnage which they believe 
would be regained under the new prices. 


The term “out-of-pocket cost” as used here is 
defined by the Interstate Commerce Commission 
as “costs which, over the long-run period, and at 
the average postwar density of traffic, have been 
found to be variable with traffic changes. They in- 
clude 80 percent of the operating expenses, rents 
and taxes (excluding federal income taxes) plus a 
return of 4 percent after federal income taxes on 
50 percent of the road property and 100 percent of 
the equipment. The allowance for return on invest- 
ment represents that portion of the plant which, 
over the long-run period, has been found to be 
variable with traffic volume.” Interstate Commerce 
Commission, Rail Carload Cost Scales By Territory 
As Of January 1, 1958, Statement No. 2-58. 
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(12) If the above result were achieved, 
the total revenue contribution of the 
paint traffic over out-of-pocket cost in 
eastern territory would be somewhere 
between $644,000 and $1 million per 
year. 

(13) Possible motor carrier retaliation 
through price reductions was also con- 
sidered. One of the motor carrier wit- 
Nesses, a transportation statistician and 
cost analyst, testified that the revenue 
produced at 400 miles or less by the new 
rates would be profitable for motor car- 
rier operations, the degree of profitabil- 
ity increasing as the distance decreases. 
Other motor carrier witnesses testified 
that they are capable of reducing their 
rates and would do so where they 
thought it would be to their advantage. 
The railroads then pointed out that if 
they could regain only the traffic now 
transported by motor carriers for dis- 
tances exceeding 400 miles, which repre- 
sents 16.7 percent of the total motor ton- 
nage, their participation would increase 
from 7.6 to 24.3 percent of the traffic. 


Analysis of this Pricing Technique 


Assuming the railroad industry goal 
to be profit maximization,” the pricing 
procedure described above is certainly 
a step in the right direction. If a detailed 
description of the actual pricing proce- 
dure were available, it is conceivable that 
valid suggestions could be made to re- 
fine the method used although cost of 
refinement would also have to be con- 
sidered. The one weakness may be the 
method used to estimate demand for rail- 
road service under the proposed reduced 





% The only logical assumption at the present 
time since there is a real need for additional capital 
funds and since the railroad industry is not earning 
‘ what could even be called a minimum reasonable 
return on investment. See, Nelson, op. cit., chaps. 
8 and 9 for an excellent discussion of railroad in- 
dustry capital needs. 


rates. More extensive research would 
seem to be required. 

As to the conceptual approach, this 
report reaches several basic conclusions. 
One: a differential pricing scheme based 
on “‘value of railroad service” is a more 
effective pricing approach for the rail- 
roads to follow than one based on a me- 
chanical statistical allocation of the over- 
head burden which results in prices tied 
to an average cost or long-run marginal 
cost basis.’* But the classical “value of 
service’ concept should be revised to give 
greater weight to the demand for particu- 
lar rail service rather than total demand 
estimates based on value of the commod- 
ity. In other words, greater reliance 
should be placed on market research in- 
formation describing the localized com- 
petitive situation. When feasible, point- 
to-point prices tailored to specific shipper 
needs should be established. 

As previously developed, railroads us- 
ually have lower direct costs but motor 
carriers have preferred service. These 
differences can be quantified for pricing 
purposes by considering demand as a 
function of the total ‘“‘cost” of transport 
to the shipper which includes the freight 
rate, plus packaging, plus or minus any 
non-transportation cost savings (or dis- 
savings) occurring to the shipper by vir- 
tue of the quality of transport service, 
1.e., speed, safety, required facilities, and 
service dependability. Theoretically at 
least, the shipper will always seek to use 
the least expensive carrier offering ade- 
quate service under the particular cir- 
cumstances. Stated differently, today’s 
demand for railroad transportation is 
very elastic even in the short run because 
services of other agencies of transport 
generally can be substituted. Sales of each 
agency are then a function of the rival’s 





* See, Meyer, op. cit., chap. 2 for contra view. 
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price.'* Consequently, any railroad com- 
petitive pricing scheme to regain par- 
ticular traffic movements must be tied to 
market studies which ascertain in detail 
the effects of price reductions on traffic 
volume, revenue, and profits. These mar- 
ket studies must also attempt to measure 
the time lag for regaining traffic after 
prices are reduced, since estimated fu- 
ture net revenue must be compared with 
revenue losses due to price cuts on pres- 
ent rail traffic. This is particularly signif- 
icant when regaining tonnage lost to 
private trucking.*® Reasonable accurate 
command of basic market data should 
prevent reductions causing needless sac- 
rificing of revenue. 

It will be recalled that an attempt was 
made in the Paint case to obtain such 
relevant market information. Although 
“time is of the essence’ in pricing deci- 
sions, new prices can often be tested by 
limiting initial action to specific move- 
ments. Whether this is done or whether 
whole rate structures are changed as was 
done in the Paint case, a follow-up or 
feedback is always desirable, not only to 
test the accuracy of the underlying esti- 
mates of demand elasticity but as a guide 
to future pricing decisions. 

Two: under circumstances such as ex- 
ist in the industry today, railroad com- 
petitive prices should be allowed, if nec- 
essary, to gravitate to slightly above 
present short-run out-of-pocket costs. 
In addition, the most relevant net reve- 


“An exception to this is the fact that there ex- 
ists a certain amount of rail captive traffic. Also, 
since motor and water carrier services are not uni- 
formly substitutable for those of the railroads, rail- 
road demand functions retain some elasticity differ- 
entiations. 

* The one major truck leasing company con- 
tacted by the writer stated that they require ship- 
pers to sign five-year leases. 

1% Although preferring the terms “incremental” or 
“direct,” the author chose the term “short-run out- 
of-pocket” in order to contrast it with the Interstate 
Commerce Commission’s long-run out-of-pocket 
concept used to calculate costs in the Paint case. 


nue contribution estimates are those 
based on short-run out-of-pocket cost 
considerations. This is a slightly different 
approach from that used in the Paint 
case, in which long-run out-of-pocket 
costs were presumed to be the lowest 
level allowable and upon which estimates 
of incremental profits were based. 

Since (a) the railroads are usually the 
low cost carrier even when all costs are 
considered and (b) approximately 90 per- 
cent of motor carrier costs vary directly 
or proportionately with traffic carried,” 
it can be argued that only long-run out- 
of-pocket or marginal costs should be 
considered. To support this position it is 
said that there seems to exist only a lim- 
ited degree of excess capacity in terms 
of freight car supply and terminal facili- 
ties as compared to almost unlimited 
line-haul capacity when the railroads are 
considered as one functioning unit. This 
argument recognizes that the “below av- 
erage cost” pricing is valid only to the 
point of most efficient utilization of ex- 
isting plant; that beyond this point fur- 
ther increases in traffic will crowd the 
carrier’s limiting facilities and unit costs 
will tend to rise. Therefore, since the 
railroads are presumed to have limited 
short-run capacity, price reductions 
should remain near the level of present 
average unit cost so that, if and when 
new volume is gained, overhead can be 
spread over more units and, conse- 
quently, future average unit costs will 
tend to be less than present average unit 
costs, possibly approximating the present 
below-cost prices. 

Although the above argument has 
some validity, the “limited capacity” pre- 
sumption (upon which the argument is 


"Findings of the Interstate Commerce Commis- 
sion, Bureau of Road Carriers. The Bureau also 
found that the average operating ratio for Class I 
motor carriers of property was around 96 percent. 
Pegrum, op. cit., p. 23; Meyer, op. cit., p. 86-87. 
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based) may be challenged. Actually, 
short-run cost considerations are more 
realistic, more effective pricing strategy, 
more likely to maximize both short-run 
and long-range profits, and they should 
result in the best allocation of the na- 
tion’s transport resources. This statement 
rests on a look into the future, that is, 
to new technological developments that 
affect future capacity and service require- 
ments—innovations requiring immediate 
capital investment funds. 


Reasoning Behind a “Short-Run Out-of- 
Pocket Cost” Price Approach 


While the interests of both the rail- 
roads and society require that long-run 
prices recover what has been termed 
fully-allocated costs including reasonable 
returns on investment, the case for pric- 
ing on a short-run out-of-pocket cost 
basis when demand conditions require 
it is as follows: 

Railroad Investment as a Sunk Cost. 
Present railroad plant investment should 
be considered as a sunk cost for pric- 
ing purposes. Most of the railroads’ 
capital investment is in specialized 
equipment and facilities having little 
market value. Under these conditions, 
once it is determined what is a fair rate 
of return, how is net investment to be 
evaluated—original costs, cost of repro- 
duction, or market value? If one were 
to pursue this evaluation problem, he 
would quickly realize that the Interstate 
Commerce Commission figures are but 
crude approximations. How then can one 
talk of particular transport prices in 
terms of covering fully distributed or 
total average unit costs? It is hard 
enough to come up with adequate direct 
cost estimates that can be relied upon to 
set the minimum price level. 

Service Improvement. Transport com- 
petition involves not only price compe- 


tition but also service competition. Con- 
sequently, in order to offset their service 
disadvantage, rail prices must be far be- 
low motor carrier prices. The questions 
now arise: Why is there such a service dis- 
advantage? Does it have to be? One an- 
swer is that sufficient capital funds are 
not available to take advantage of the 
many technological improvements that 
have been developed in recent years—im- 
provements which would solve many 
service problems as well as involve cost 
economics and expansion of present ca- 
pacity limitations. Not to be overlooked 
is the new concept of integrated trans- 
portation service such as piggyback and 
containerization. Given better service, 
price differentials on competitive traffic 
would then not have to be as great. 
John W. Barriger points out the great 
need for capital funds, and cost econo- 
mies and service improvements that 
could be derived from increasing the 
present rate of capital investment: 


“The virtually completed transition from 
steam to diesel motive power has produced 
significant savings in operating costs and 
improvements in service. Yet, until other 
facilities are improved correspondingly, the 
railroads cannot realize the full economic 
potential of the diesel locomotive. Notable 
improvements urgently needed are: (1) 
Cars of modern design correlated to diesel 
locomotives (e.g., Larger cars equipped 
with roller bearings to avoid delays from 
hot boxes and allow faster speed) ; (2) Sig- 
nal and communication systems for more 
precise control of train movements (e.g., 
Centralized traffic control signaling sys- 
tem); (3) Yards and terminals designed to 
conform with diesel-powered road opera- 
tions (e.g., Automatic retarder freight 
yards); (4) Improvement of physical char- 
acteristics and track patterns of line.”!® 


*% John W. Barriger, Super-Railroads for a Dy- 
namic American Economy (New York; New York: 
Simmons-Boardman, 1956), p. 72. 
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It was estimated that $2 billion a year 
would be required for railway moderni- 
zation. 

In recent years, the railroads have had 
to rely almost entirely on internal sources 
of capital funds, chiefly depreciation 
charges and retained earnings after 
taxes. Rail managements claim that stock 
financing on a favorable basis is not pos- 
sible due to low earnings, low dividends, 
and the necessity for maintaining low 
payout ratios to maintain capital invest- 
ment from earnings; that many roads 
could not market bonds for improve- 
ments because of underlying liens and 
poor profit prospects; and that equip- 
ment obligation financing is limited by 
available depreciation funds and earn- 
ings for servicing interest and serial ma- 
turities..° Since there are so many 
economies that can be gained through 
additional capital investments and since 
future traffic volume hinges on service 
competition which can be substantially 
improved by taking advantage of exist- 
ing innovations, and since retained net 
earnings seem to be the only way new 
capital funds can be generated at the 
present time, this calls for what Profes- 
sor Meriam of the Harvard Business 
School would call Cico (quick cash in- 
quick cash out) pricing policy—maximiz- 
ing net cash revenue in the short run so 
that investments resulting in future econ- 
omies can be made. The only way the 
railroads can obtain long-run maximum 
plant efficiency, and consequently a com- 
petitive edge in both average unit cost 
and service, is to attempt to maximize 
net revenue now. 

This additional revenue will support 
more rapid modernization of rail plant 
and equipment investments, which in 
turn will result in improved transport 


Nelson, op. cit., p. 408. 


service, more high-paying traffic, and so 
on—reversing the previously described 
vicious cycle of less tonnage, less reve- 
nue, more rate increases, and so forth. 


Capacity Considerations. Underlying 
the arguments emphasizing long-run 
rather than short-run out-of-pocket cost 
pricing schemes has been the idea that 
an increase in the volume of traffic mov- 
ing over given facilities will eventually 
bring about a condition of increasing 
costs. The plant will then be working 
beyond its optimum efficiency. After a 
flow of traffic produces persistent con- 
gestion and operations beyond normal 
capacity, the carrier will be required to 
increase capacity by new and added fa- 
cilities. In other words, looking at the 
long-range result, costs that are now fixed 
in the short-run will become variable. 


Normally this is sound reasoning but 
one must be realistic about future rail 
transport—given sufficient capital funds. 
Already mentioned are some of the sig- 
nificant technological improvements that 
would result in improved service, lower 
costs, and increased capacity through 
better utilization of the present basic 
plant. Mentioned also were such things 
as better car utilization, longer trains, re- 
duced transit time, and increased termi- 
nal and roadhaul efficiency. 


But the most important basis for as- 
serting that future capacity considera- 
tions should not be a controlling element 
in present competitive pricing is the 
large promise inherent in “piggyback” 
and containerization. It seems obvious 
that, with electronic centralized traffic 
control devices and larger trains, present 
intercity roadbed capacity is almost un- 
limited. Future capacity squeezes might 
come from terminal facilities and freight 
car shortages. But would it? The writing 
on the wall seems to be that piggyback 
and containerization not only give the 
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railroads the flexibility of service which 
has always been considered an inherent 
advantage of the truck but, in addition, 
will actually eliminate the need for any 
additional terminal switching facilities. 
In fact, considerable switching service 
could be eliminated and much branch 
line track could be abandoned. 

Because of this new equipment, pres- 
ent type freight cars are rapidly becom- 
ing obsolete. Technological progress, ob- 
tainable only through increased capital 
investments, should eliminate future 
capacity problems, thus supporting the 
argument that short-run profit maximi- 
zation is the sounder pricing policy. 

Preservation of Rate Relationships. A 
strong argument supporting the classical 
“value of service” pricing system is the 
idea that presently located industrial and 
commercial activity is the direct result 
of a long established railroad rate-rela- 
tionship; that, although there is pres- 
ently a distorted allocation of transport 
resources that could be corrected through 
hard-hitting railroad competitive pricing 
methods, this would result in a greater 
economic waste by forcing relocation of 
economic activity, thereby creating 
greater economic waste. This may be 
true, but it could be argued that avail- 
ability of private and contract trucking 
operations, which presently account for 
approximately 75 percent of the total 
intercity truck ton-mile traffic,?° has been 
breaking down these rate-relationships 
since World War II and that all the rail- 
road would be attempting to do is re- 
gain this traffic which is already moving 
at prices below the railroad price pat- 
terns. Increased net contributions from 
recaptured traffic would, in the longer 
run, lower average rail costs and possibly 
again open the door to limited restora- 





* Ibid., p. 136. 


tion of rate relationships but at lower 
levels. 

Price Retaliation by Competitors. The 
ability and necessity for competitor's 
price-cutting retaliation was briefly con- 
sidered but not adequately discussed in 
the Paint case. Since the railroads are 
considered to be the low cost carrier, 
especially in terms of direct costs, one 
might think that the motor carriers could 
not retaliate if the new railroad competi- 
tive prices were below the motor carrier’s 
out-of-pocket costs (estimated to be about 
90 percent of fully distributed costs). But 
this would not generally be true and cer- 
tain railroads have already found this out 
the hard way. For example, on peach 
movements out of Georgia into the 
Northeast, the railroads cut their prices 
to a level which they believed to be be- 
low motor carrier average out-of-pocket 
costs. Having had only 10 percent of this 
movement they brought in hundreds of 
refrigerator cars at the beginning of the 
shipping season, anticipa ug that they 
would regain close to 90 percent of the 
business. Actually, however, they gained 
only 20 percent. Why? They did not take 
into consideration another element in 
the motor carrier cost structure—that of 
joint costs. Although motor carrier costs 
might have been 90 percent variable, the 
railroad pricing experts forgot that once 
a truck hauls freight south, it must re- 
turn. The truckers had a potential un- 
balanced movement—having high value, 
high rated, less-than-carload freight mov- 
ing south which made substantial contri- 
butions to total costs. Except for peach 
traffic, however, they lacked sufficient 
north-bound freight to fill their trailers. 
Theoretically then, any revenue derived 
from the north-bound haul that covered 
special costs of loading and unloading 
the peaches and contributed something 
to total cost was profitable as long as the 
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total revenue from the north- and south- 
bound movements covered total cost. 
Therefore, effective pricing strategy calls 
for an analysis of total motor carrier 
freight movements. Reversing this ex- 
ample, it may be that the railroads need 
cut their price only to a point above mo- 
tor carrier average unit costs if the av- 
erage return movement is not covering 
one-half of the total round trip costs. 

Another important factor is the motor 
carrier’s potential future share of a com- 
modity movement once a railroad price 
cut goes into effect. If, as in the Paint 
case, the railroads have only 10 percent 
of the movement and hope to get 40 per- 
cent, this leaves 60 percent for the motor 
carriers under their present price. The 
motor carriers must consider the loss of 
revenue from the 60-percent potentially 
remaining traffic when considering price 
retaliation, even though their costs might 
allow a price cut. Calculation of loss of 
motor carrier revenue based on the esti- 
mated new market shares must be made 
and considered by railroad pricing ex- 
perts. 


Conclusions 


In conclusion, it should be recognized 
that this analysis considered pricing ac- 
tion in a situation in which all or most 
of the railroad traffic had been lost to 
higher cost substitute transport agencies. 
Further analysis is needed to cover these 
pricing situations: (a) to encourage cost- 
reducing quantity shipments, and (b) to 


protect remaining competitive traffic in 
which the railroads presently have a 
lion’s share but the trend is unfavorable. 
If, for example, there is an active trend 
toward substitute transport service the 
relevant loss is not what would be an im- 
mediate loss if prices were reduced, but 
what would be the revenue loss after the 
trend line is projected into the future. 

This paper proposes that on competi- 
tive traffic where the railroads do not 
have the largest market share more at- 
tention should be given to the demand 
for particular rail movements and that 
these demand estimates be derived from 
extensive market research to determine 
both the short-run and long-run traffic 
potentials at different price levels. Criti- 
cal to this type-pricing scheme is an an- 
alysis of cost structures of substitute 
transport services (the key here being 
directional movements and total contri- 
butions of all potential traffic) to deter- 
mine ability to retaliate through price- 
cutting. 

When necessary, in order to maximize 
revenue, prices should be allowed to 
gravitate to the level of the rail’s direct 
or out-of-pocket costs. Supporting this 
short-run theory is the fact that addi- 
tional capital funds are urgently needed; 
funds that would bring considerable cost 
economies and service advantages to the 
railroads. Also, this short-run concept of 
pricing can be justified when one takes a 
realistic look at future capacity require- 
ments. 








Development of a Regional Concept for Farm 


Management Research in New York 


By HOWARD E. CONKLIN* and KENNETH C. NOBE** 


HIS is a story about the development 

of an idea. The work started with an 
unresolved mixture of the general and 
comprehensive concepts of geographers 
and the more specific, morphological 
concepts of those who make soil maps 
or identify type-of-farming regions. At 
first the work was a vague quest for 
“‘homogeneity”—some kind of geographic 
homogeneity that ought to be important 
to farm management research workers. 
We dismissed the geographer’s approach 
early as too general; as an approach that 
is too far above the level of farms and 
farm businesses. We were not happy with 
the morphological, sometimes called de- 
scriptive, approach of the soil special- 
ists and those who make type-of-farming 
studies but it was difficult to escape the 
morphological pattern of thinking. And, 
when we finally broke away, we immedi- 
ately encountered a logical dilemma for 
we found ourselves concluding that our 
work would be useful only to the extent 
that it anticipated the results of the re- 
search it was to serve. Would it be legiti- 
mate for us to supply to farm manage- 
ment research workers maps with lines 
drawn on the basis of our guesses about 
the things to which they hoped to find 
answers? We concluded that it not only 
would be legitimate but that by doing 
so we could best serve their interests. In 
reaching this conclusion we also came 
upon an idea that appears to be funda- 
mental to any classification effort. 


* Professor of Land Economics, Cornell University. 

** Agricultural Economist, Farm Economics Re- 
search Division, Agricultural Research Service, 
United States Department of Agriculture, and for- 
merly Research Assistant at Cornell University. 


Changes in farm management research 
provided the incentive for this study. 
Improved methods have made it feasible 
to sample large areas in a single study, 
and increasing use of systematic methods 
for estimating the income possibilities of 
alternatives open to farmers have fo- 
cused attention on the geographic varia- 
tion in agricultural resources. 

Experimentation with segment (clus- 
ter) sampling techniques for farm man- 
agement surveys was begun at Cornell in 
1949. This work used as its starting point 
the ideas developed at Iowa in connec- 
tion with preparation of the Master Sam- 
ple of Agriculture. These ideas were 
extended and modified to produce tech- 
niques suitable for the design of surveys 
under the particular conditions of New 
York State and the special objective of 
farm management research there.” ‘This 
made farm management surveys of large 
areas a feasible undertaking. 

The sampling techniques initially de- 
veloped were field-tested in one county 
in 1950.3 They were revised in minor 
details following this test, then were ap- 
plied on a full-scale production basis in 
the design of a sample for the two-mil- 


1R. J. Jessen, “The Master Sample Project and 
Its Use in Agricultural Economics,” Journal of Farm 
Economics, May 1947. 

2Q. M. West, Some Alternative Techniques in the 
Measurement of Farm-Business Characteristics, Ph.D. 
Thesis (Ithaca, New York: Cornell University, 1951). 

3H. E. Conklin, Notes on a Sample Designed for 
a Cost-of-Milk Production Study in Otsego County, 
New York (Ithaca, New York: Cornell University, 
Department of Agricultural Economics, unnumbered 
mimeo, 1950). 

L. C. Cunningham, Commercial Dairy Farming in 
Otsego County, 1949-50 (Ithaca, New York: Cornell 
University, Department of Agricultural Economics, 
A. E. 772, 1951). 
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lion acre area of the state that since has 
been recognized as one of our major re- 
gions and identified as the Central Plain.‘ 
Since then the same techniques have 
been used in designing samples for two 
more regional surveys.° 

The initial effort to delineate the first 
region, the Central Plain, was an intui- 
tive quest for homogeneity. Our initial 
guide was the notion that a “homoge- 
neous” area would make a good unit for 
a farm management study. This thought 
was combined with an estimate that avail- 
able resources would cover the cost of 
surveying a sample of the farmers in an 
area of one to two million acres at an 
acceptable level of precision. Our aim 
then became one of delineating, as ho- 
mogeneously as possible, an area of one 
to two million acres in western New 
York State. 

But ‘‘homogeneity’’ was not very 
clearly defined in our minds. The term 
“western New York” has been used tra- 
ditionally to refer in a general way to the 
limestone area between Syracuse and 
Buffalo in which “general” farming in 
various forms is practiced. Limestone 
soils and general farming were taken as 
our starting points. The soils in the 
counties of the area had been mapped 


*K. C. Nobe, An Improved Segmented Sampling 
System for Farm Management Surveys (Ithaca, New 
York: Cornell University, Department of Agricul- 
tural Economics, A. E. 991, 1955). 

L. C. Cunningham, Commercial Farming, Central 
Plain Region, New York, 1953-54, Cornell University 
Agricultural Experiment Station Bulletin 921, 1957. 

5L. C. Cunningham, Commercial Dairy Farming, 
North Country Region, New York, 1955-56, Cornell 
University Agricultural Experiment Station Bulletin 
942, 1959. 

C. P. Gratto, Estimates of Precision for the North 
Country, New York Regional Sample Design, Mas- 
ter’s Thesis (Ithaca, New York: Cornell University, 
1959). 

L. C. Cunningham, Letters to Dairymen to Report 
an Economic Study of Commercial Dairy Farms in 
the Plateau Region of New York, 1957-58 (Ithaca, 
New York: Cornell University, Department of Agri- 
cultural Economics, A. E. Res. 37, 1960). 


in detail at various times in the past 
and a new state soil association map had 
just been completed when this study was 
undertaken.® A type-of-farming study for 
the state had been completed and the re- 
sults of numerous block-type farm man- 
agement surveys were available for spe- 
cific townships and portions of counties 
dating from 1908.7 Personnel on the 
project were operationally familiar with 
farming and one member of the team 
had systematically examined farm prop- 
erties in a portion of the area in connec- 
tion with farm income-expectancy clas- 
sification work. 

The actual work of regional delinea- 
tion was done in the field. Topographic 
maps, available in up-to-date form for 
that part of the state, were used as work 
maps. Soil maps and available economic 
land classification maps were carried at 
all times. The most recent summary of 
climate for the state was included in the 
field kit. The results of past farm man- 
agement surveys were included, or con- 
sulted periodically in the office. Agro- 
nomic recommendations and the results 
of field trials with various crops and cul- 
tural practices also were important items 
among the background materials. 

We had an imposing array of back- 
ground information but we learned that 
this array did not define homogeneity. 
It left unanswered the problem of 
weighing the various items of evidence 
into a composite judgment. 

Various elements in our background 
information gave conflicting impressions. 
Differences in farming are not, for ex- 
ample, perfectly correlated with differ- 
ences in the physical characteristics of 





6M. G. Cline, Soils and Soil Associations of New 
York, Cornell Extension Bulletin 930, May 1955. 

TW. M. Herr, The Economic Structure of Agricul- 
tural Areas in New York State, Ph.D. Thesis (Ithaca, 
New York: Cornell University, 1954). 
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land as one moves across the countryside. 
The lack of correlation in this respect 
is especially great in the western part of 
New York State—an area where a farmer 
can make (at least) a living in a wide va- 
riety of alternatives. Land that is reason- 
ably uniform in soils, climate and 
topography may be found in several types 
of farming. Some land that is equally 
uniform supports farms that vary in lev- 
els of economic development. In some 
instances these differences in farming oc- 
cur by areas, not merely from farm to 
farm in a random fashion. 


As we started drawing the regional 
boundary line we found ourselves sin- 
gling out first one then another item for 
our determining factor as we moved 
along. Part of the way we would follow 
a soil line; part of the way a topographic 
line; part of the way a “‘level-of-farming”’ 
line; etc. We were operating on an ad 
hoc basis. We knew it but had not devel- 
oped a better basis. Thinking at this 
stage was guided by a knowledge that 
people would ask questions, particularly 
when the survey results became available, 
as to why certain areas had been included 
and others omitted from the region we 
were delineating. Our reply to these an- 
ticipated questions was formulated at a 
simple level at this stage; it was formu- 
lated by asking ourselves: “If we had the 
questioners in a bus and were crossing 
the boundary line in the area under 
question, could we point to a significant 
change at the line, preferably on the 
ground but possibly on soil maps or in 
other sources of basic information?” 


The first step forward came in the rec- 
ognition of farms as our basic units. As 
the work progressed and various sections 
of the line were examined and re-exam- 
ined, a more sophisticated and less de- 
fensive version of the above question 
began to take shape in our minds: “If 


we had the opportunity to operate farms 
on the two sides of the line, how differ- 
ently would we operate them?” A fur- 
ther phrase was added to this question 
very shortly: “And what would we expect 
our income levels to be in the two in- 
stances?” The question in this form be- 
gan to provide a basis for the rational 
integration of the body of information 
we were carrying with us—a rationale to 
substitute for the earlier ad hoc ap- 
proach. We began to look at farm units, 
existent and possible, and to see our 
body of information as giving us starting 
points at least for judging the manner in 
which these units would respond to vari- 
ous treatments; the manner in which 
they would perform in use. Soil, climate, 
and topography came to be looked on as 
factors that determine response to man- 
agement. We began to see farm buildings 
in terms of their usefulness in the kind 
of farming that appeared to be optimum 
and in terms of the capital investments 
needed to modify them. We began to see 
other capital aspects of farms, such as 
drains, fences, hedgerows, and fertility 
and lime levels in a similar light. Our 
focus became real estate as a composite 
factor of production, subdivided into 
farm units, modifiable at a price, and 
capable of certain levels of performance. 


The job then became a task in classifi- 
cation—performance classification. This 
focus on farms sharpened our procedures 
immediately. It specified a relevant uni- 
verse of individuals—farms as physical 
units of real estate. Our specific task be- 
came one of classifying these individuals 
using performance characteristics as cri- 
teria. But it still left many questions 
unanswered. Questions ranged from such 
simple ones as the actual identification 
of present farm boundaries to those that 
involve the complex aspects of perform- 
ance. Because of limited funds it was not 
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possible to map farms precisely. Much 
more handicapping, however, was the 
fact that the experimental data required 
to determine the manner in which given 
farms would respond to various complex 
patterns of treatment were meager. Soil 
maps are primarily of soil morphology; 
and the relationships between soil mor- 
phology and soil performance have not 
been revealed in full detail. The same is 
true of our knowledge of other aspects 
of land. 


What, precisely, is performance? As 
we studied performance more closely, 
we also found ourselves facing some com- 
plex conceptual problems. Which per- 
formance characteristics should be em- 
phasized and what relative weights 
should be assigned to them? What cut- 
ting points should we choose on the 
ranges of values for these characteristics 
when we define classes? What, in fact, 
should we recognize as performance 
characteristics and thus differentiate 
from morphological and other character- 
istics? 

The ability of a farm to yield net in- 
come in the hands, say, of a most-prob- 
able operator is clearly a performance 
characteristic. But, as miles per gallon 
is only one of the performance character- 
istics of an automobile, so income seemed 
but one of a family of characteristics that 
should be recognized for farms. After all, 
we reminded ourselves, the basic prob- 
lem in farm management is how one 
maximizes income in farming, not 
merely the level of income attainable 
under some specified set of circumstan- 
ces. We were beginning to look forward 
to the possibility that we might delineate 
a region for which certain farm manage- 
ment recommendations would fit reason- 
ably well throughout. We were begin- 
ning to see the possibility of breaking the 
entire state into regions that could be 


studied independently and for which in- 
dividual recommendations might be 
developed that would be more applica- 
ble than state-wide recommendations— 
goodness of fit to be judged, probably, 
in terms of the proportion of farmers 
whose incomes would be increased or de- 
creased specified amounts if they were to 
adopt the recommendations. 


This emerging desire for homogeneity 
in terms of the applicability of recom- 
mendations led us to a point where we 
began to visualize performance as a com- 
plex maze of production functions and 
to see these as our fundamental criteria. 
This helped to clarify our problem but 
did not simplify it. ‘The description of a 
farm in terms of production functions is 
complex even in static terms. In static 
description the notion of crop response, 
say, to fertilizer, becomes a relatively sim- 
ple thing despite the fact that such re- 
sponse usually is different for each field 
and each crop, and different from year 
to year. In dairy farming, crop responses 
must be followed on through the cow to 
the milk pail. Such complex inputs as 
land, building arrangements, and ma- 
chinery investments must be handled. 
And for our problem we needed more 
than static curves—we needed to antici- 
pate responses to technological change 
and other dynamic elements. 


How closely can a classification be tied 
to the ends it is to serve and still have 
scientific validity? We could not avoid 
this question because a discussion of the 
applicability of recommendations nec- 
essarily leads to subject matter that is 
central to the field of farm management. 
We had come full circle! We had started 
with the problem of improving farm 
management research as posed by farm 
management specialists. Because land is 
important in farming, we had developed 
the notion initially that surely some sys- 
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tem of land classification would help. 
But we had ended by concluding that we 
would have to go back to farm manage- 
ment for our criteria in order to insure 
that our classification would be mean- 
ingful. 

How legitimate is it to fashion re- 
search tools through use of the subject 
matter of the field within which the tools 
are to be applied? Is it permissible to tie 
a classification so closely to ends it is to 
serve that its criteria are drawn from the 
area of those ends? Did we slip some- 
where in arriving at the conclusion that 
this must be done? 


Could we, however, have reasonably 
come to any other conclusion? Surely we 
could not have stopped at the level of 
pure morphology—the delineation of re- 
gions in terms only of descriptions of the 
static characteristics of soils, climate, 
topography, and location. Pure facts are 
endless. Without notions of relationship, 
performance, usefulness, and purpose, 
one could easily spend his life elaborat- 
ing the morphology of a single 10-acre 
area. The morphology of farms would be 
an almost equally pointless stopping 
place. If our thinking went no further 
than morphology, descriptions of the 
botanical composition of herbage in the 
hedgerows would be as important as the 
dimensions and arrangements of the 
barns. Even relationships and perform- 
ance characteristics fail to provide their 
own criteria of relevance. We could get 
as lost in descriptions of the relationships 
between inputs and outputs for a given 
field as in descriptions of the field itself 
—a field can be treated in so many dif- 
ferent ways. Some purpose, some end-in- 
view, is needed, else one can sort only 
randomly among the multitude of possi- 
bilities. 

Ends-in-view often are played down in 
work of this kind. The announced quest 


commonly is for some kind of “basic” 
classification that is supposed to have an 
all-pervasive meaning. Statements of 
ends-in-view, for which the classification 
is to serve as a Means, appear to compro- 
mise such ambitions; to reduce the effort 
too nearly to something that invites the 
critical scrutiny of ordinary folks. There 
are elements of this kind in many writ- 
ings about classification systems. The 
present system of soil classification, for 
example, stops at morphology for its cri- 
teria and some authors justify this in 
terms of an attempt to produce a “‘basic”’ 
or “natural” classification. But knowing 
the infiniteness of morphology on the 
one hand, and the practical usefulness 
of actual soil maps on the other, one can- 
not escape the conclusion that more than 
random choices have been made in both 
the selection of soil characteristics and 
the choice of class intervals within the 
ranges of values for these characteristics. 
Soil classifiers have looked on their maps 
as means to practical ends in spite of 
their frequent denials. The same holds 
for other important systems of classifica- 
tion. 


When ends-in-view are left implicit, 
however, they sometimes are forgotten. 
It seemed to us that the hazards of criti- 
cal scrutiny would be small compared to 
the hazards we would encounter if we 
forgot what we were trying to do. So we 
made explicit the idea of delineating 
agricultural regions in a way that would 
enable differentiating farm management 
recommendations and thereby improv- 
ing their goodness of fit. We followed 
this general idea with the thought that 
relevant performance characteristics of 
farms considered as units of real estate 
provide the most suitable basis for judg- 
ing the goodness of fit of recommenda- 
tions in efforts like this one that aim to 
subdivide the farm universe geographi- 
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cally. In theory all performance charac- 
teristics could be expressed as production 
functions. In practice, while they can be 
thought of as input-output relationships, 
data are not available for very many pre- 
cise functional expressions. Functions in 
any event must be qualified with state- 
ments specifying how and when inputs 
would be applied. 


A performance description of a farm 
then becomes a statement of what one 
would expect to get from that farm if he 
were to use it in various ways—the ways 
of use, for our purpose, being chosen 
within the range of alternatives that offer 
some promise of being economically feas- 
ible, or at least of being considered by 
someone. The statement would include 
physical quantities and descriptions of 
processes as well as monetary figures. At 
present many statements would be in 
relative rather than absolute terms— 
yields, labor requirements, etc., in one 
area relative to those in other areas. 


Performance descriptions of farms 
would indicate, of course, that recom- 
mendations should be varied even from 
farm to farm down the road. A system 
of classes could be set up in which indi- 
vidual farms could be classified individ- 
ually in terms of the recommendations 
that would fit them. This would be a 
system of categorical classes. But we were 
aiming at the creation of regions, and re- 
gions are cartographic classes—classes 
that can exist only as areas on a map. 
We also felt that not more than twelve 
regions should be created for the state as 
a whole at this stage in our efforts to 
geographically differentiate research ef- 
forts. This was to be a highly generalized 
cartographic classification. We did not 
believe that small areas should be shown 
separately nor that any of the regions 
should have long, narrow extensions or 
otherwise be too awkward in shape. In 


other words, we laid down fairly strin- 
gent minimum-area and maximum-awk- 
wardness specifications. Our problem 
then became one of making a classifica- 
tion of farms that would reveal as many 
of the apparent differences in the suit- 
ability of recommendations as we could 
in a cartographic system with few classes 
and highly limiting minimum-area and 
maximum-awkwardness specifications. 
Farms were our units of classification, 
however, even though our classes were 
to be very broad. 


But could we classify in terms of an- 
ticipated research results when our classi- 
fication was to be used in getting those 
results? This question was raised even 
though at first it seemed that the above 
logic fully justified tying our classifica- 
tion closely to the ends it was to serve. 
Criticism from this angle pointed out 
that the goodness of fit of recommenda- 
tions was to play an important part in 
our classification, that we could not know 
for sure how well specific recommenda- 
tions actually would fit the farms of given 
areas and that, in fact, our work was 
being done to aid in the design of re- 
search for the purpose of learning how 
specific recommendations would fit vari- 
ous farms. . 


The quest for an answer to criticism 
from this angle led us to re-examine the 
general logic and function of classifica- 
tion. We labored at first under the tradi- 
tional notion, already mentioned, that 
scientific classifications should be in some 
sense “fundamental,” “basic,” and of 
general meaning—under the notion that 
classification should have independent 
standing. Is not our biological system of 
classification of this nature? Is not the 
system of soil classification claimed to be 
of this nature (though by this time we 
had suspicions of this claim)? There is 
no doubt that ideas of fundamentalism 
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and basicness are highly attractive but 
our examinations of even the biological 
system of classification led us to conclude 
that it too actually is pragmatic and that 
also it has been subject to change. ‘There 
is no useful system of classification that 
does not rest upon many hypotheses and 
no system lives very long unless arrange- 
ments are made to feed back into it the 
results of efforts to find new knowledge 
and the results of new developments in 
the techniques men have for using the 
objects being classified. 


Dynamic classifications can be aids to 
research. This was the conclusion we 
reached when we began to see classifica- 
tion processes as themselves subject to 
change; subject, in fact, to orderly change 
as a result of material fed back from the 
activities they help to promote and guide. 
We would violate no logical principles 
if we used the results of past research, 
including the hypotheses generated by it, 
to design a classification for further re- 
search, provided the results of the new 
research were fed back into the classifi- 
cation before it were used for the next 
_ successive step in research. Our estimates 
regarding the probable fit of given rec- 
ommendations to particular farms were 
hypotheses derived from past research. 
We were simply using what was already 
known as efficiently as possible in design- 
ing probes that would reveal what was 
unknown. After these probes were made, 
lines on our maps would be revised and 
the sequence repeated. 


We were still left with many “minor” 
problems though we felt that we had 
made a track through the woods. We 
still had all the problems of a multiple- 
criterion system; we would be heavily 
dependent upon the personal knowledge, 
skill, and judgment of the men doing the 
job; and we were faced with the fact that 
farms, after all, are not unique units, but 


instead are constantly undergoing 
change. There would be much “flying 
by the seat of the pants” and many in- 
dividual decisions to be made regarding 
the details of the classification structure. 
The end product would not be a precise 
and proven product, but it seemed to 
offer promise of being more useful than 
any alternative. 

Two reports have been prepared and 
more are planned. An agricultural 
regions map has been completed and 
published.* The development of the clas- 
sification concept and the methodology 
involved have been systematically re- 
corded and evaluated.® It was our good 
fortune to be able to purchase recent 
airphoto coverage for thirty counties of 
the state soon after the lines for the 
Central Plain were completed. We drove 
twelve thousand miles of traverse lines 
through these counties making contin- 
uous verbally recorded notes on the vis- 
ible characteristics of the farm units we 
passed and keying these notes to the air- 
photos. Farms in the areas between the 
traverses were later studied stereoscop- 
ically on the airphotos. Their characteris- 
tics were inferred from their appearance 
on the photos and the relationships be- 
tween the photo and the ground appear- 
ances of nearby farms as we had recorded 
these in our notes. The results of this 
effort then were combined with the fund 
of information we already had from soil 
surveys, climatic studies, farm manage- 
ment surveys, and other sources.’® (Re- 





5K. C. Nobe, et al, Agricultural Regions of New 
York State (Preliminary), Cornell University, Depart- 
ment of Agricultural Economics, A. E. 1090, 1958. 

®K. C. Nobe, An Agricultural Regions Concept for 
New York State, Ph.D. Thesis (Ithaca, New York: 
Cornell University, February 1959). 

K. C. Nobe, and I. R. Starbird, An Annotated 
Bibliography of Background Material for the De- 
scription and Delineation of Agricultural Regions 
in New York State, 600 References by Subject Matter 
(Ithaca, New York: Cornell University, Department 
of Agricultural Economics, unnumbered mimeo, Au- 
gust 1958). 
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sults of the airphoto study also are being 
used to prepare a generalized income- 
expectancy map for these counties, but 
this is another study.) 

The published agricultural regions 
map has been marked “preliminary.” 
In our present view such a map must 
necessarily be always preliminary, but 
this map was marked preliminary for 
another reason. There are no recent air- 
photos for some parts of the state and 
we have not yet been able to travel ex- 
tensively and systematically enough in 
some of these areas to accumulate the 
field observations we feel are needed to 
supplement information supplied by soil 
maps, farm management surveys, and 
other sources. 

We are looking forward now to remov- 
ing the “preliminary” label, to consid- 
erably amplifying our descriptions of the 
regions, and also to the possibility of 
expanding the classification scheme to 
levels of higher cartographic detail and 
a larger number of classes. Experimental 
work has been started on the job of sub- 
dividing the twelve agricultural regions 
into a total of some fifty to seventy-five 
agricultural sub-regions. Farm manage- 
ment surveys have been completed and 
summarized for three of the regions now 
and have revealed geographically local- 
ized differences in farm businesses within 
these regions. The assumption will be 
made initially that these are differences 
at a sub-regional level though we always 
will be on the lookout for possibilities 
that regional boundaries should be ad- 
justed. 

Systematic explorations of alternatives 
in farming will form a vital part of the 


11K, C. Nobe, et al, “Traffic Lights for New York 
State Farm Land?” Farm Research, Vol. XXIV, 
No. 2, June 1958. For a discussion of income-ex- 
pectancy mapping see, H. E. Conklin, ““The Cornell 
System of Economic Land Classification,” Journal of 
Farm Economics, August 1959. 


total research effort. An activity in farm 
management research that was started 
following completion of the Central 
Plain survey will form an important and 
integral part of the total research effort 
visualized in this paper. It involves a 
systematic exploration of the alternatives 
open to farmers in specified areas.’ Farm 
management surveys tell where farm 
businesses stand today. They also reveal 
the static relationship between certain 
farm business characteristics and income. 
These can be used as bases for construct- 
ing hypotheses regarding what would 
happen if given groups of farm busi- 
nesses were to be changed in specified 
ways. They do not, however, provide the 
basis for an exhaustive set of hypotheses 
because existent farm businesses do not 
include all possibilities. In fact, many of 
the farm business possibilities—possible 
combinations of soil, topography, live- 
stock, equipment, buildings, feed inputs, 
fertilizer inputs, choices of timing, etc.— 
often are missing or poorly represented 
among the farms surveyed. Nor do sur- 
veys ordinarily trace the sequence of 
steps involved in building or remodel- 
ing a farm business. Systematic explora- 
tion of the probable consequences of 
making specific choices among the alter- 
natives on given farms at given times— 
the probable consequences of adopting 
various recommendations—will provide 
the best basis, short of actual trials by 
farmers, for testing and revising the lines 
we have drawn around regions and hope 
to draw around sub-regions. 

Actually, work in evaluating alterna- 
tives has moved ahead of us in the task 
of delineating sub-regions. The Central 
Plain survey revealed geographically lo- 





2(C. V. Hess, Profitable Adjustments for New York 
Dairymen, United States Department of Agriculture 
and Cornell University Agricultural Experiment Sta- 
tion Bulletin 952, 1960. 
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calized differences in farming so marked 
that workers on the evaluation project 
did not consider it feasible to take the 
whole region as a unit. They decided to 
work toward a closer fit of recommenda- 
tions than would be possible at the re- 
gional level. They accepted our notion 
of “homogeneity” but wanted a higher 
degree of it. Needless to say, we are en- 
couraged by this. 


Summary 


Perhaps the most significant contribu- 
tion of this effort has been the notion 
that a cartographic classification of farms 
in performance terms (we would have 


called efforts like this land classification 
a few years ago) can be made an impor- 
tant part of a farm management research 
continuum. Almost equally important 
to us, though a by-product of the effort, 
is the conclusion that quests for “basic,” 
“fundamental,” “natural,” “scientific” 
classifications, in the traditional sense, 
are doomed to failure. Classification 
is most useful as a tool for research 
and communication, and to serve as a 
tool it must be flexible. A classification 
system should have a built-in mechanism 
for feeding back into itself the results it 
helps to produce. 
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The Utility of The Economic Base Method in 
Calculating Urban Growth 


By HOMER HOYT* 


INCE the first definitions of basic and 

non-basic occupations by Haig in 
1928,2 Nussbaum in 1933,? my own arti- 
cles and reports from 1936 to 1954,° 
John W. Alexander’s Economic Base 
Study of Madison, Wisconsin in 19534 
and Richard B. Andrews’ nine articles 
on the economic base ir Land Economics 
from May 1953 to February 1956,° the 
economic base concept has passed 
through a stage of critical examination 
from 1955 to the present time by Tie- 
bout, Blumenfeld, Pfouts and other writ- 


* Consulting Land Economist and Appraiser, 
Washington, D.C. 

1Robert M. Haig, Regional Survey of New York 
and Its Environs (New York Regional Planning 
Committee, 1927), pp. 42, 43. 

?F. L. Nussbaum, A History of the Economic In- 
stitutions of Modern Europe (New York City, New 
York: F. S. Crofts & Company, 1933), p. 36. 

*Homer Hoyt, Federal Housing Administration 
reports: Northern New Jersey, July 1937; Hartford, 
Connecticut, March 1938; Arthur M. Weimer and 
Homer Hoyt, Principles of Urban Real Estate (New 
York, New York: The Ronald Press, 1939); The 
Structure and Growth of Residential Neighborhoods 
in American Cities (Federal Housing Administra- 
tion, 1939), p. 131; “Economic Background of Cit- 
ies,” The Journal of Land & Public Utility Econom- 
ics, May 1941, pp. 188-195; The Economic Status 
of the New York Metropolitan Region in 1944 
(Regional Plan Association of New York, 1944); 
Economic and Housing Survey of the Orlando Met- 
ropolitan Region, July 1946; The Economic Base 
of the Brockton, Massachusetts Area, May 1948; 
Economic Survey of the Land Uses of Evanston, 
Illinois, 1949; Economic Survey of the Land Uses 
of Arlington County, Virginia, 1951; Economic Sur- 
vey of the Land Uses of Fairfax County, Virginia, 
June 1954; Economic Survey of Montgomery and 
Prince George Counties, Maryland, June 1955. 

‘John W. Alexander, An Economic Base Study of 
Madison, Wisconsin (Madison, Wisconsin: Univer- 
sity of Wisconsin Commerce Papers, Vol. I, No. 6), 
June 1953. 

5 Richard B. Andrews, nine articles on the eco- 
nomic base, Land Economics, appearing in issues 
from May 1953 to February 1955 and February 1956 
issue. 


ers.® It is asserted that the economic base 
as a method is too simple and crude for 
the purpose of accurately forecasting the 
population of an urban region, chiefly 
because the ratio between basic and non- 
basic employment is not constant but 
variable. 

There are two different purposes for 
using the economic base method; the first 
is to estimate numbers of workers and 
numbers of population, and the second 
is to calculate the money flow of imports 
and exports into an urban region. Con- 
sequently, when the economic base 
method is used for estimating future 
population, it is not necessary to take into 
account the dollar wages of basic workers 
or the dollar value of all basic activities. 


Change in Ratio Between Basic and 
Non-Basic Employment 


The ratio between basic and non-basic 
employment is subject to change as a 
result of three factors: (1) In time of war 
the service or non-basic activities are re- 
duced to a bare minimum. As I pointed 
out in Economic Survey of the Land 
Uses of Arlington County, Virginia’ in 
1951, the ratio of private to government 
jobs, which was as low as 1.10 to 1 in 





*Ralph W. Pfouts, The Techniques of Urban 
Economic Analysis (West Trenton, New Jersey: 
Chandler Davis Publishing Co.), 1960; Reprints of 
articles by Richard B. Andrews, pp. 5-183, by John 
W. Alexander, pp. 186-212, and by Hans Blumen- 
feld, pp. 229-277 (first published in Journal of the 
American Institute of Planners, Fall 1955, pp. 114- 
132), by Charles M. Tiebout, pp. 280-306, pp. 396- 
407, and by Ralph W. Pfouts and Erle T. Curtis, 
pp. 307-393. 

*Homer Hoyt Associates, Economic Survey of the 
Land Uses of Arlington County, Virginia, Septem- 
ber 1951, pp. 1-2. 
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1943, rose to 1.46 to 1 in 1947. Most of 
the government jobs were in fact basic 
so that, while this does not show the ex- 
act ratio of change between non-basic to 
basic, it does afford an approximation. 
(2) As employment in any urban region 
becomes more diversified and the com- 
munity produces more of the products 
which it consumes in its own borders, 
there is less need to produce goods for 
export so that the percentage of total 
workers in basic activities will decline. 
(3) As real family incomes increase a 
lower proportion is spent for the basic 
necessities of food and clothing and 
more for houses, which are produced lo- 
cally, or for services. 


In using the economic base method 
in forecasting future population of an 
urban region, allowances must be made 
for changes in the basic-non-basic ratio. 
Planners have expected too much of the 
economic base method if they have 
thought it is a magical formula for pre- 
dicting future population of an urban 
region. There just “ain’t no sech ani- 
mal.” To predict future population it 
‘would be necessary to predict what new 
industries will locate in a given city, what 
demand new inventions will create for 
products now unknown, or what a 
Khrushchev or a Castro will do in the 
cold war. The cold war created first a de- 
mand for military aircraft, which caused 
a rapid growth of employment and popu- 
lation in San Diego, Los Angeles, Wich- 
ita and other cities producing aircraft; 
and then the emphasis on the missile 
brought about a contraction in the de- 
mand for aircraft and a reduction of em- 
ployment in aircraft factories. There is 
no known electronic device or method 
which can foretell all the myriad inter- 
actions which produce historical events 
and which produce corresponding 
changes in our economy. The growth of 


cities in the United States is now inevit- 
ably linked with world politics and their 
future is inseparably bound up with its 
aberrations. 


In the year 1800, when New York, 
Philadelphia, Boston and Charleston 
were the dominant American cities, who 
would have predicted the future growth 
of Chicago, St. Louis, Detroit and Cleve- 
land? In the year 1840 who could have 
forecasted the growth of San Francisco, 
Salt Lake City or Denver? In 1900 who 
could have foretold the future popula- 
tion of Los Angeles, Houston, Dallas or 
Miami? In the year 1960 what method 
will accurately predict the population 
of our metropolitan areas in the year 
2000? To be sure, the great metropolitan 
areas are now here and few new cities 
are likely to spring up in America but 
many basic forces, even excluding the 
atomic bomb from consideration, can 
alter the rates of growth of industrial 
cities in unpredictable ways. 


The fundamental question is whether 
the economic base has a value in deter- 
mining city growth even if it is not an 
infallible device for predicting the exact 
amount of that growth. Can an urban 
region grow without any increase in 
basic activities, or are basic activities nec- 
essary at all? 

There are refugee colonies in Hong 
Kong, Karachi, and Jericho in Jordan 
which are supported by the relief funds 
of the United States and the United Na- 
tions and in which the residents do not 
work to pay for the food which they con- 
sume. Unless the inhabitants of a city 
are supported by charity, however, they 
must export something to pay for the 
food which they consume but do not 
produce in their own borders. Of course, 
if the boundaries of a metropolitan 
area are extended to include part of a 
state, it is possible for the larger region 
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to be self-supporting and to require 
neither imports nor exports to pay for 
imports. But this is not true of any metro- 
politan region within the United States 
which has a high degree of specialization. 

Critical articles on the economic base 
tend to obscure the vital facts, first, that 
some basic activities are necessary in 
every urban community without which 
it cannot exist; second, that strong and 
pronounced growth in the population 
of any community cannot take place 
without a corresponding growth in basic 
employment; and third, that the popu- 
lation of any urban region will decline 
if there is a reduction in the level of 
basic income below the amount required 
to pay for its imports. 


Past Relation Between Increase in Basic 
Activity and Population 


Criticisms of the method have been 
directed toward its usefulness in esti- 
mating urban community growth. The 
first question to be answered is whether 
or not there is any past relationship be- 
tween increase in basic employment and 
growth of population. If there is such 
a relationship in the past, it is reasonable 
to assume that the same relationship will 
continue in the future. On the other 
hand, if cities grow rapidly without any 
increase in export activities, entirely as 
a result of increasing the number of serv- 
ice or non-basic workers, then there is no 
logical reason to use the economic base 
method as a forecasting tool. 

The plain, simple principles of the 
economic base have been obscured by 
such statements as: ‘‘the distinction be- 
tween ‘basic’ and ‘non-basic’ seems to dis- 
solve in thin air” and that non-basic 
activities are the permanent and constant 
element, indeed the truly constant ele- 
ment in the metropolitan area economy.® 

Is it possible for a city or urban region 


to increase substantially without any in- 
crease in employment in export indus- 
tries? It is true that refugees in Hong 
Kong, Karachi and Jericho have in- 
creased the population of those cities, 
but the basic support of the refugee col- 
onies is relief funds supplied by the 
United States, Great Britain or the 
United Nations. There is abundant evi- 
dence that the growth of most American 
cities in recent decades has been the di- 
rect result of the increase in basic em- 
ployment. Examples can easily be cited 
of this relationship between basic em- 
ployment and population of urban re- 
gions in the 1950-1960 decade. 

Houston, Texas. The increase in the 
population of the Houston metropolitan 
area (Harris County) from 806,701 in 
1950 to 1,232,179 in 1960 was made pos- 
sible by the increase of its manufacturing 
employment (chiefly basic) from 68,574 
in 1950 to 96,400 in March 1960, and its 
total employment from 325,300 to 502,- 
500 in the same period. 

Dallas, Texas. The population of the 
Dallas metropolitan area (Dallas 
County) increased from 398,564 in 1940 
to 614,799 in 1950 and to 943,963 in 
1960, as a result of the growth in manu- 
facturing employment from 26,700 in 
1940 to 52,100 in 1950 and to 107,100 
in 1960, and total basic employment from 
74,446 in 1940 to 134,730 in 1950 and to 
216,000 in 1960.° 

The economic base principle has a 
worldwide application. The population 
of Delhi State in India increased from 
488,188 in 1921 to 636,246 in 1931, to 
917,939 in 1941 and to 1,744,072 in 1951, 
as a result of a growth in employment 





8 Hans Blumenfeld, “The Economic Base of the 
Metropolis,” Journal of the American Institute of 
Planners, Fall 1955 in Pfouts, op. cit., p. 277. 

® Southwestern Bell Telephone Company, Dallas, 
Texas. 
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from 202,290 in 1921 to 268,307 in 1931, 
to 351,014 in 1941 and to 639,129 in 
1951. It is significant to note that in- 
creases in industries that are chiefly basic 
was most pronounced for the entire pe- 
riod 1921 to 1951, with gains in manu- 
facturing from 52,737 to 155,814, in 
public force and administration from 
10,924 to 118,672, in transport and com- 
munications from 11,260 to 33,494 and 
in banks and finance from 2,287 to 10,- 
086. Thus, population increased three- 
and-a-half times because manufacturing 
employment tripled and government 
employment increased ten times. 


Examples could be multiplied of met- 
ropolitan regions whose past growth has 
been the result of the increase in basic 
activities. The spectacular growth of the 
Chicago area in its present city limits 
from 32,949 in 1850 to 309,635 in 1870, 
to 1,112,575 in 1890, to 3,372,936 in 
1929 was caused chiefly by the increase 
in the value of its manufacturing prod- 
ucts (largely basic) from $2.6 million 
in 1850 to $76.9 million in 1870, to 
$664.6 million in 1890 and to $3,885 mil- 
lion in 1929.1° 

The population of the Washington, 
D.C. metropolitan area grew rapidly 
from 378,605 in 1900 to 571,882 in 1920 
and to 1,968,562 in 1960 as a result of the 
growth in basic federal employment from 
26,500 in June 1900 to 90,559 in July 
1920 and to 228,000 in 1960. 

San Diego, California. In the San 
Diego metropolitan area, where the pop- 
ulation increased from 556,808 in 1950 
to 1,008,522 in 1960, the manufacturing 
employment in the period 1947 to 1956 
increased from 21,600 to 57,600, and the 
total employment from 88,600 to 156,900. 





* Homer Hoyt, One Hundred Years of Land Val- 
ues in Chicago (Chicago, Illinois: University of 
Chicago Press, 1933), pp. 481, 482. 


Just as the population growth of an 
urban region is caused by an increase in 
basic employment, so also are declines 
in population brought about by a drop 
in basic employment. 

The effect of the increase and decrease 
of basic employment upon population 
is shown by the case of Akron, Ohio. 
Akron was one of the fastest growing 
cities in the United States from 1910 to 
1920, when its population jumped from 
69,067 to 208,435 as a result of the up- 
surge in factory employment, chiefly 
in the manufacture of automobile tires, 
from 23,450 in 1910 to 87,898 in 1919. 
When rubber tire employment dropped 
from 87,898 in 1919 to 46,100 in 1921, 
the Akron population fell from 208,435 
in 1920 to 172,000 in 1922. When the 
rubber factories and other Akron fac- 
tories again increased their number of 
workers from 46,100 in 1919 to 68,596 
in 1926, with 65,726 in 1929, the Akron 
population increased from 172,000 to 
249,000. When again factory employment 
in Akron dropped from 65,726 in 1929 
to 38,500 in 1932, Akron population 
dropped from 255,000 in 1930 to 238,000 
in 1933, with thousands of workers on 
relief. Again, when Akron factory em- 
ployment rose from 38,500 in 1932 to 
117,942 in 1943, Akron population rose 
from 238,000 in 1933 to 274,000 in 1944. 


A decline in basic employment in an 
urban region is not necessarily registered 
immediately in commensurate decline in 
population of the region. Some transient 
workers leave the city; other workers who 
are discharged continue to live in the 
city but receive unemployment compen- 
sation or live on past savings. However, 
the weakening effect of a reduction in 
basic workers upon the economy of the 
region soon becomes apparent. 


The Wichita, Kansas case illustrates 
what happens when there is a substantial 
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cut in basic employment. As a result of 
the government requirements for mili- 
tary aircraft, employment in Wichita 
(Sedgwick County) area aircraft factories 
(basic employment) jumped from 5,160 
in 1947 to 42,850 in 1957, with 33,000 
employed at the peak in the Boeing plant 
alone. Total employment shot up from 
60,870 in 1947 to 130,500 in 1957,?2 while 
the population of Sedgwick County rose 
from an estimated 203,149 to 312,131, a 
gain of 53.6 percent in the same period. 

As a result of the curtailment in pro- 
duction of military aircraft, aircraft pro- 
duction in Sedgwick County was reduced 
from 42,850 in 1957 to 30,150 in July 
1960. In the summer of 1960 there were 
12,000 to 16,000 persons seeking employ- 
ment in the Wichita labor market area; 
department store sales dropped 17 per- 
cent; there were hundreds of vacant 
houses and apartments advertised for 
sale or rent and permits for new dwell- 
ing units in Wichita City dropped from 
3,045 in 1955 to 1,144 in 1959. The pop- 
ulation of the area has registered a slight 
gain since 1957, but it is at a very slow 
rate compared to that of the ten years 
from 1947 to 1957. In the three years 
from January 1, 1957 to December 31, 
1959, the number of electric meters in- 
creased by only 2,356, or at the rate of 
785 a year, while in the ten years prior 
to that the increase was 52,808, or at the 
rate of 5,281 a year. 

The Wichita metropolitan area has 
other basic sources of employment be- 
sides military aircraft, such as trade, 
finance and other manufacturing, since it 
had a population of 203,149 in 1947 asa 
distributing center before aircraft pro- 
duction became dominant, but it is ob- 
vious that the increase in military aircraft 
employment—all basic—was the primary 





" Kansas State Employment Service. 


cause of the rapid upsurge in population 
from 1947 to 1957 and that the decline in 
military aircraft employment, not coun- 
teracted by an increase in other basic 
employment, was primarily responsible 
for the slackening of the rate of growth 
from 1957 to 1960. 


Forecast of Future Population by 
Economic Base Method 


With such overwhelming evidence of 
the causal relationship between increase 
in basic employment and population, 
planners, public utility companies, 
chambers of commerce, market analysts 
and population experts have projected 
future population growth of specific ur- 
ban regions upon the predicted growth 
of basic employment and particularly of 
basic manufacturing. 

Denver, Colorado. The median fore- 
cast of the increase of population of the 
Denver metropolitan area, consisting of 
Denver, Jefferson, Arapahoe and Adams 
Counties, from 780,000 in 1957 to 1,600,- 
000 in 1980, made by the Inter-county 
Regional Planning Commission of Den- 
ver, was based on the premise that its 
manufacturing employment would in- 
crease from 48,800 in 1957 to 126,452 in 
1980; that federal government employ- 
ment would increase from 20,700 to 
39,276 in this period and that total em- 
ployment would rise from 296,526 to 
576,000 in this 23-year period.” 

Los Angeles and Other California 
Cities. The Los Angeles metropolitan 
area increased in numbers from 4,000,- 
000 in 1947 to 6,000,000 in 1957 as its 
manufacturing employment rose from 
387,100 to 771,800 in the same period. 
Quoting Dean James Gillies of the Uni- 
versity of California at Los Angeles: 





2 Inter-County Regional Planning Commission, 
Future Population Denver Metropolitan Area, 
March 15, 1960, Table I. 








56 LAND ECONOMICS 


“Between 1947 and 1956 the population 
of California increased from 9,672,000 to 
13,260,000, or by 3,592,000. During the 
same period the total private non-agricul- 
tural employment increased by 1,174,000 
and manufacturing employment increased 
by 494,000, or by about 59,000 positions a 
year.” 

“Assuming no change in the economic 
base of the state, and this is a conservative 
assumption, it will be necessary to provide 
approximately 2,000,000 positions in manu- 
facturing between 1960 and 1980 if the 
population growth forecast for the state is 
to be maintained.”!3 

“While a newly developing area can ex- 
pand as a result of an inflow of investments 
from other regions, it is rather generally 
accepted that in the long run no area can 
grow and develop without some base indus- 
tries. Base industries are defined as those 
that produce goods and services for sale 
outside of the immediate area in which 
they are located. This sale generates a flow 
of income and capital into an area, which 
causes an expansion of plant and equip- 
ment, which in turn creates new employ- 
ment opportunities and induces population 
to come to the region.””+ 


Thus, in the opinion of Dean Gillies, the 
expected population growth of Califor- 
nia will not be realized without an in- 
crease in basic manufacturing: 


“If the demographers are correct in their 
prediction of California’s population 
growth, the corollary of the proposition is 
that there will be (1) tremendous expan- 
sion of manufacturing operations within 
the state, or (2) large scale unemployment 
within the state, or (3) the growth simply 
will not take place.’ 


In short, it has not yet been demon- 
strated that an urban region can grow 
substantially in population by an increase 
in its non-basic industries only. It may 
reduce its reliance on imports by greater 


13 James Gillies, Industry’s Role in Metropolitan 
Growth, a Public Management Problem (Los An- 
geles, California: Real Estate Research Program, 
University of California, 1960), No. 9, pp. 41. 

4 Tbid., p. 38. 

* Tbid., p. 40. 


diversification, but a new impetus to 
growth must come primarily from basic 
employment. 


The fact that a large urban region with 
its plants, pools of skilled workers and all 
of its service workers is in a position to 
attract new basic industries to supplant 
declining basic industries does not refute 
the economic base analysis, but only con- 
firms it. If all the basic activities were 
withdrawn from a city, it would have no 
means of paying for its imports and its 
residents would starve to death unless 
they were supported by relief, invested 
income or some form of income from 
outside the area. A metropolitan area 
may coast for a while, living on accu- 
mulated savings, but no metropolitan 
area of any size can continue to maintain 
itself if its economic base, with its export 
activities, is seriously impaired. Our own 
history affords too short a time to pass 
judgment. Our great metropolitan cen- 
ters are in a nation still rapidly growing 
in wealth and population, with a higher 
and higher proportion of income going 
for services, for advertising, amusement 
and recreation, tobacco and liquor. Still 
in the decade from 1950 to 1960, of the 
central cities in 24 metropolitan areas in 
the United States having a population of 
1,000,000 or over, all have lost popula- 
tion except Los Angeles, Houston, Dal- 
las, Milwaukee, Kansas City, Atlanta, 
Seattle and San Diego. It is significant 
to note that the metropolitan areas which 
have had the greatest rate of growth in 
the past decade—Los Angeles (53.2 per- 
cent), Houston (56 percent), Dallas (44 
percent) and San Diego (80.2 percent)— 
have also had a corresponding rate of 
growth in manufacturing employment, 
as I have shown in this article. While the 
entire metropolitan areas of the other 
urban regions have continued to grow 
in the past decade, which, if an examina- 
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tion were made would doubtless be due 
to some expansion in basic activities in 
some form or other, none had a rate of 
growth higher than 30 percent except 
Washington, D.C. with 34.5 percent. The 
striking growth of the metropolitan areas 
where the increase of basic employment 
has been the highest certainly will not 
refute the economic base theory or gain 
converts for those who would abandon 
it. If export industries are expendable 
and replaceable so easily, the mayors and 
chambers of commerce of these great cen- 
tral cities such as New York, Philadel- 
phia and Boston, which have lost popu- 
lation, certainly want to know the ad- 
dress of the new industries that will be 
so attracted by the fact that these metro- 
politan areas have the largest number 
and variety of consumer services in the 
world. If the presence of consumer serv- 
ices is so powerful a force, why has 
the rate of growth of New York, Chi- 
cago, Philadelphia, Boston and Detroit, 
which have the most of these services, 
declined in the past decade while the 
rate of growth of Los Angeles, San Diego, 
Houston and Dallas, which started out 
at a far lower level of consumer services, 
far outstripped that of the older, larger 
cities? Is it not a fact that these Califor- 
nia and Texas cities grew because they 
offered more opportunities for the 
growth of basic employment? 

Hans Blumenfeld’s statement that no 
community (i.e. metropolitan area) 
which during the last century passed the 
half million mark has lost population, is 
offered as proof that cities of that size 
will maintain themselves indefinitely.*° 
Rome, with a population of 1,000,000 at 
the time of Augustus, declined to 17,000 
by the ninth century and, although based 
on ‘power and wealth,’ the decline in its 





1% Hans Blumenfeld, in Pfouts, op. cit., pp. 276-7. 


population was just as much due to a de- 
cline in this power base—its economic 
base—as if its population had been sup- 
ported on the exports of jars of olive oil. 
Nineveh and Babylon were once great 
cities, Ninevah having a power base and 
Babylon a power and commercial base, 
and both are now only mounds of clay. 
The recent growth of Moscow, New 
Delhi, Karachi, Cairo and Athens was 
all due to a power base—increasing gov- 
ernment employment at the capital. Blu- 
menthal cites Leningrad as a striking ex- 
ample of the ability of a city to survive 
despite loss of its basic functions. Lenin- 
grad’s population had expanded to 2,- 
416,000 in 1916, as a result of the growth 
of basic war industries, but by 1920 its 
population had fallen to 722,000 after 
Moscow became the new capital. Lenin- 
grad was able to increase its population 
to 1,690,061 in 1926, and to 3,191,000 at 
the latest census, only by securing new 
basic industries. On the other hand, Mos- 
cow, which had a population of 2,000,- 
000 in 1917, or less than that of Lenin- 
grad, after declining to 800,000 in 1920, 
increased in numbers as the new capital 
and power center of Russia to 4,137,000 
in 1939 and to over 5,000,000 according 
to the last census. Certainly these are 
“striking examples” of the immediate 
effect of the rise and fall of basic activi- 
ties upon the population of a city. 


There are of course numerous exam- 
ples in the United States of cities whose 
population has drastically declined after 
their sole economic base was exhausted, 
such as the mining cities of the West. 
The population of Virginia City, Nevada 
declined from 40,000 in 1873 to 603 in 
1950, and the population of Leadville 
fell from 40,000 in 1880 to 4,081 ir 1950. 
The chief present support of thes - once 
glamorous mining camps is tourists. The 
population of Decatur, Illinois has re- 
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cently declined and there are 1,100 va- 
cant houses there because a large industry 
closed down. Large metropolitan areas 
have diversified supports—the residents 
often have income from capital invested 
elsewhere—so that it is a complex prob- 
lem to show the exact effect of the 
decline or increase in any single basic 
support. When the single basic support is 
isolated the effect on population of any 
change in it becomes immediately ap- 
parent. 

The most important contribution of 
the economic base theory, in my opinion, 
is its function in furnishing a sound 
method of analyzing the economic struc- 
ture of an urban region. The basic sup- 
ports of any metropolitan area are not 
constant but are subject to continual 
fluctuations. The ratio between basic and 
non-basic employment is not fixed but 
variable. In our affluent society a con- 
stantly higher percentage of the national 
income is devoted to services so that the 
value of exports of any city that is re- 
quired to pay for imports of food and 
products not produced in that city may 
diminish. Future studies of the economic 
base of urban regions should seek to 
measure these changes, and by applica- 
tion of a consistent method of measure- 
ment of the economic base, show the 
changes in the proportion of basic em- 
ployment. Material for future studies is 
provided by the United States Census of 
Population by national, state and local 
tabulations of employment by types for 
cities and metropolitan regions. 

Further analysis of the economic base 
should consist of two different types of 
inquiry: first, those relating to future 
basic employment, total employment 
and population, which is measured in 


terms of numbers of persons; and sec- 
ond, the value of the imports or exports 
of an urban region, which is measured in 
dollars. 

If the purpose of a study is to estimate 
future population, then it must be recog- 
nized that there is no magic formula for 
predicting future historical events or the 
population of any specific urban region. 
If future population growth of any ur- 
ban area is considered a desirable goal or 
a requisite for planning, then a careful 
study must be made of what new basic 
industries or services may be attracted to 
the specific city, or what existing basic 
activities or services might expand their 
employment. It is a study of possibilities 
or probabilities only, and not of certain- 
ties, and it is not possible to predict or 
estimate the exact effect of the new basic 
employment upon total population. The 
overwhelming weight of the evidence 
does indicate, however, that if there is no 
fresh accession of the numbers engaged 
in basic employment or in the dollar in- 
comes of those engaged in basic activities, 
the particular urban region will there- 
after grow very slowly if it grows at all. 

An entirely different approach is nec- 
essary if the problem is to determine the 
dollar value of the imports or exports of 
an urban region. There is of course a re- 
lationship between the amount of wages 
or salaries of basic workers and the num- 
ber of non-basic workers, since high-in- 
come families can support more in the 
service lines than the low-income fami- 
lies. However, a different technique can 
be employed in measuring the dollar 
amount of imports or exports of an ur- 
ban region from that which is applicable 
to the problem of numbers of basic or 
non-basic workers. 


Editor’s Note. In the May 1961 issue of Land Economics Homer Hoyt will describe 
a new method by which the dollar value of the imports into any urban region in the 
United States can be approximately determined. 
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Wage Rate Increases Versus Telephone Rate Increases 


By LAURENCE S. KNAPPEN* 


Wet rate increases granted since 
the end of World War II have 
been repeatedly cited by the telephone 
industry, including the operating subsid- 
iaries of the American Telephone and 
Telegraph Company, as a major justifi- 
cation for the many telephone rate in- 
creases which it has sought and won. 

This contention, at least as respects 
the American Telephone and Telegraph 
Company and its 1946-to-1959 experi- 
ence, appears to have little validity when 
subjected to even mild scrutiny. The Bell 
Telephone System’s official figures, as 
filed with the Federal Communications 
Commission, disclose the facts and are 
the basis of the ensuing tables and accom- 
panying observations. 

The fact that wage rates have been 
increased again and again is beyond all 
dispute. The annual reports filed with 
the Federal Communications Commis- 
sion by the twenty-two American Tele- 
phone and Telegraph subsidiary com- 
panies, for example, show that the aver- 
age compensation per scheduled hour 
increased from $1.15 in 1946 to $2.48 in 
1959. That is, they more than doubled. 
But the wage cost per telephone for the 
same group of companies and for the 
same thirteen-year period rose less than 
one percent! 

The explanation is really rather sim- 
ple if one stops to study the matter at all: 
wage costs per telephone are not simply 
a function of wage rates but depend also 
upon (1) the number of employees, and 
(2) the number of telephones. While the 
hourly wage rate more than doubled over 
the 1946-1959 period, the number of 





* Public Utility Consultant, Washington, D.C. 


employees increased by only 26 percent 
but the number of telephones rose by 
135 percent, a rate greater than the 116 
percent rate of increase in the hourly 
wage cost. 

The number of employees actually fell 
by nearly 8 percent in 1958 and by an- 
other 134 percent in 1959. The number 
was even smaller in both 1958 and 1959 
than it had been in 1955, despite the ad- 
dition of over 12,000,000 telephones, 
which was itself an increase of more than 
25 percent above the number in place in 
1955. 

The net result of this relatively small 
increase in the number of employees, 
and the relatively large increase in the 
number of telephones, was to offset al- 
most completely the effect of the wage 
rate increases in relation to the wage cost 
per telephone and to leave the American 
Telephone & Telegraph systems’ 1959 
annual cost (and therefore, of course, the 
monthly wage cost) per telephone prac- 
tically unchanged on the average from 
that which obtained in 1946. This 
composite result, showing an increase in 
wages and salaries of only some thirty- 
nine cents per telephone per year, or 
three cents a month, after thirteen years 
of wage increases, is set forth in Table I. 
The total dollar amounts of salaries and 
wages chargeable to operating expenses, 
and the number of telephones in service 
have increased by almost identical per- 
centages, which of course explains the 
practically static wage-and-salary cost per 
telephone. 

In view of this relatively unchanged 
cost and the fact that the companies’ 
basic charges are generally quoted in 
terms of dollars and cents per telephone 
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TABLE I—SALariEs AND WAGES CHARGED TO OPERATING EXPENSES PER AVERAGE COMPANY 
TELEPHONE: 22 BELL OPERATING COMPANIES 








% Increase 
1946 1959 over 1946 





Salaries and Wages...............0ceeeee eee eeeeees 


eenieeie ee $962,384,922 | $2,374,275,701 146.71 











Average Number of Company Telephones...................+5+ 23,754,909 | 58,055,164 144.39 
Salaries and Wages, per Company Telephone per year.......... $40.51 $40.90 0.96 
Salaries and Wages, per Company Telephone per month........ $ 3.38 $ 3.41 0.96 





Source: Derived from Companies’ Annual Reports to the Federal Communications Commission. Company 
telephones, in the companies’ terminology, include main, private branch exchange, and extension telephones. 
Company service and private lines telephones are excluded. 


per month, it is difficult to understand 
the rationale behind the companies’ oft- 
repeated emphasis upon increasing wage 
rates as a justification for the desired in- 
creased monthly telephone charges. 


1946 and 1959 Costs Compared 
by Companies 
Although the composite result shows 
little net change over the years in the 
wage-and-salary cost per telephone, it 
would be unusual if there were not a 
considerable variation as between the 


various companies. Table II was pre- 
pared with this possibility in mind. The 
figures are shown for each of the twenty- 
two American Telephone and Telegraph 
operating subsidiaries individually, in 
dollars and cents per company telephone 
per year, as well as in terms of the 1959 
costs as percentages of the same costs ex- 
perienced in 1946. 

Eight of the companies show 1959 
costs below those of 1946. These compa- 
nies are, in alphabetical order: Chesa- 
peake and Potomac Telephone Company 


TABLE II—Torat SALARIES AND WAGES CHARGEABLE TO OPERATING EXPENSES PER COMPANY 
TELEPHONE, 1946 AND 1959: BELL OPERATING COMPANIES 




















% 1959 
Company 1946 1959 of 1946 
Bell Telephone Company of Pennsylvania.................-++++: $33.69 $34.65 103% 
Chesapeake & Potomac Telephone Company (D.C.).............. 41.88 45.06 108 
Chesapeake & Potomac Telephone Company of Maryland ........ 40.08 33.28 83 
Chesapeake & Potomac Telephone Co. of Virginia ............... 37.34 39.97 107 
Chesapeake & Potomac Telephone Company of West Virginia .... 34.23 42.48 124 
Cincinnati and Suburban Bell Telephone Company............. 23.17 28.20 122 
Diamond State Telephone Company................2+e-eeeeeeee 28.20 37.73 134 
Illinois Bell Telephone Company .................eeeeeeeeeeees 49.12 45.40 92 
Indiana Bell Telephone Company.................ee:eeeeeeeees 37.65 40.55 108 
Michigan Bell Telephone Company ................2eeeeeeeeeee 34.96 38.75 111 
Mountain States Telephone and Telegraph Company............ 37.78 43.91 116 
New England Telephone and Telegraph Company............... 39.11 45.25 116 
New Jersey Bell Telephone Company...............2.0eeeeeeees 46.99 39.67 84 
New York Telephone Company .............0.:ceeeeeeeeeeeeee 43.92 43.48 99 
Northwestern Bell Telephone Company................0.0e0000% 34.69 40.11 116 
Ohio Bell Telephone Company.................seeeeeeeeeeeees 31.86 35.49 111 
Pacific Telephone and Telegraph Company..................... 52.70 48.49 92 
Southern Bell Telephone and Telegraph Company .............. 39.27 36.53 93 
Southern New England Telephone Company.................-.. 36.30 37.46 103 
Southwestern Bell Telephone Company..................++2005+ 39.64 38.86 98 
Wisconsin Telephone Company .................0eseeeeeeeeeees 40.30 36.82 91 
Bell Telephone Company of Nevada...............sceseeeeeeees 58.05 79.25 137 





Source: Derived from Companies’ Annual Reports (Form M) to the Federal Communications Commission. 
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of Maryland; Illinois Bell Telephone 
Company, New Jersey Bell Telephone 
Company, New York Telephone Com- 
pany, Pacific Telephone and Telegraph 
Company, Southern Bell Telephone 
and Telegraph Company, Southwestern 
Bell Telephone Company, and the Wis- 
consin Telephone Company. 

Some of the companies show costs 
substantially above the 1946 level but 
they are primarily the smaller operating 
units such as the Chesapeake and Poto- 
mac Telephone Company of West Vir- 
ginia, the Cincinnati and Suburban Bell 
Telephone Company, the Diamond State 
Telephone Company, and the Bell Tele- 
phone Company of Nevada. 

The 1959 wage and salary cost per 
company telephone ranges from a low of 
83 percent of the 1946 cost (Chesapeake 
and Potomac Telephone Company of 
Maryland) to a high of 137 percent of the 
1946 level (Bell Telephone Company of 
Nevada). 

If one prefers to think in terms of the 
individual companies and their petitions, 
rather than in terms of the composite 
result, one would have to conclude that, 
insofar as these wage rate agreements 
alone are concerned, some of the compa- 
nies would be entitled to telephone rate 
increases, but others should be charge- 
able with rate decreases, as their costs of 
wages and salaries per telephone have de- 
clined. 


Intermediate Years 


Although the American Telephone 
and Telegraph system’s 1959 wage and 
salary cost per telephone may not, by and 
large, be higher than it was in 1946, 
there is another possibility: namely, that 
is was higher at some intermediate point. 
In that case, the wage rate increases, even 
if they do not currently justify telephone 
rate increases, may have warranted them 


at some earlier period. 

To that end Table III is presented to 
show the wage and salary cost per tele- 
phone for each of the Bell companies for 
each of the years, starting with 1946 and 
carrying through 1959. The figures are 
given both in dollars and cents and in 
terms of relatives, 1946 being taken as 
100. Here again, of course, the compa- 
nies show some variety in their expe- 
rience but four broad deductions seem 
to be in order, based on the tabulated 
figures. 

First, whatever the justification may 
be for the claim that wage rate increases 
warrant telephone rate increases at cer- 
tain times, it hardly applied prior to 
1952. No company in the Table shows 
as much as a ten-percent increase in wage 
cost per station through the first four 
years, i.e., through 1950. Not until 1952 
do increases of twenty percent or more 
appear. 

Secondly, some of the American Tele- 
phone and Telegraph Companies have 
been almost uniformly below the 1946 
cost level throughout the subsequent 
years: New Jersey Bell Telephone Com- 
pany, Wisconsin Telephone Company 
and, less certainly, the Chesapeake and 
Potomac Telephone Company of Mary- 
land. 

Thirdly, seven of the companies (the 
three preceding companies plus Illinois 
Bell Telephone Company, Pacific Tele- 
phone and Telegraph Company, South- 
ern Bell Telephone and Telegraph Com- 
pany, and Southern New England Tele- 
phone Company) have at no time had a 
cost per telephone in excess of ten per- 
cent over the 1946 level. The New York 
Telephone Company has exceeded that 
margin only once (1956). 

Fourthly, the cost figures have been 
declining in recent years, certainly since 
1956. 
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TABLE III—Totar SALARIES AND WAGES CHARGEABLE TO Oper, P 
TELEPHONE PER YEAR AND IN TERMS OF | ( 
1946 1947 1948 1949 19509 951 
COMPANY $ Index $ Index] $ Index} $ Index| ¢ Index 
Bell Telephone Company of Pennsylvania........... = = = 95 | 33.03 98 po ped 98 | 32.39 fh; 100 
Chesapeake & Potomac Telephone Co. (D.C.) ........ 1.88 40.97 98 | 41.30 99 | 41.97 100 | 40.00 
Geaapaine & Potomac Telephone Co. of Maryland...| 40.08 100 | 38.94 97 | 39.39 98 38.62 97 | 35.78 ‘ = 
Chesapeake & Potomac Telephone Co. of Virginia....| 37.34 100 | 35.92 96 | 35.14 94 | 35.67 96 | 34.68 fis 103 
Chesapeake & Potomac Telephone Co. of W. Va. ..... 34.23 100 | 34.92 102 | 37.47 109 | 36.76 107 | 35.54 Hy 106 
Cincinnati & Suburban Bell Telephone Company ..| 23.17 100 | 24.03 104 | 25.20 109 | 25.04 108 | 24.79 $ 104 
Diamond State Telephone Company................ 28.20 100 | 27.10 96 28.52 101 | 28.06 100 | 27.54 107 
Illinois Bell Telephone Company............----+++ 49.12 100 | 49.37 101 | 51.20 104 | 49.29 100 | 47.66 By 102 
ee Ss 1 | Sor | 15 | Fass 95 (2 
ichigan Bell Telephone Company................. d : 5. : 4.79 
Mountain States Telephone & Telegraph Company...| 37.78 100 | 38.35 102 | 38.44 102 | 39.99 106 | 39.36 peo 
New England Telephone & Telegraph Company..... 39.11 100 | 38.43 98 | 40.40 103 | 39.98 102 | 39.50 Hy 107 
New Jersey Bell Telephone Company............... 46.99 100 | 45.94 98 | 48.56 103 | 45.19 96 | 43.55 fi; 98 
New York Telephone Company...............+0s00: 43.92 100 | 42.57 97 | 44.86 102 | 44.38 101 | 43.37 97 
Northwestern Bell Telephone Company............. 34.69 100 | 32.91 95 | 34.17 98 34.62 100 | 34.59 105 
Pacific Telephone & Telegraph Company......c.22.] $220 100 | 3392 102 | 5089 "97 [5047 96 |47as ESS 
Southern Bell Telephone & Telegraph Company..... 39.27 100 | 36.78 94 | 37.18 95 | 36.25 92 | 36.35 99 
Southern New England Telephone Company........ 36.30 100 | 37.08 102 | 36.57 101 | 35.11 97 | 34.23 98 
Southwestern Bell Telephone Company............. 39.64 100 | 37.63 95 | 39.78 100 | 41.95 106 | 40.88 Hi j19 
Wisconsin Telephone Company.................000+ 40.30 100 | 40.16 100 | 41.34 103 | 39.61 98 | 35.51 fh gg 
Bell Telephone Company of Nevada................ 58.05 100 | 50.33 87 | 55.69 96 | 59.05 102 |57.35 110 
* Average, beginning and ending of calendar year. 
Source: Derived from Companies’ Annual Reports (Form M) to the Federal Communications Commission. 
1953 and 1959 Costs Compared Company employee has increased greatly k 
If one examines the recent history, ee oe _ ae me ti 
company by company, he will find that va : e "64 -dinmaid el 
only five of the twenty-two operating 1 He on Qs ke — ery 
companies had higher wage-and-salary a ae ae sme = ne 
costs per telephone in 1959 than in 1953 P OY - -eggmcencn = 
(Table IV); yet the rate increase appli- conployecs was 570871 and the avetmge 
: A number of telephones, 58,055,164, or 
cations continued to be filed by the com- ‘ccems santo. nc eliaieme ane ameiaee = 
panies throughout this period and wage foes . wane : ng CI 
rate increases continued to be empha- is constituted a saving of around 385,- CI 
deat 000 employees compared with the num- ¢ 
Four of the five companies that had a ne yo om ae — i Gi 
higher salary-and-wage costs per tele- £ = — f eihwesciians - Ill 
phone in 1959 than in 1953 were but ye a sone ee —_ tele- in 
slightly above; and seven of the seven- PHones ee ee eee Mc 
teen that were below the 1953 level were ‘These savings in payroll and associated - 
more than ten percent below that base COSts represented huge offsets to the wage in 
period. rate increases. If rate cases are to be de- Ne 
; ary cided by shibboleths, such as the number o 
Relative roi in Number of wage increases granted, inflation, attri- “ 
. ° ° t 
of Employees tion, etc., instead of by the best evidence Sot 
The number of telephones in service as the lawyers like to say, i.e., by the ac- bs 
per American Telephone and Telegraph tual proper figures adjusted maybe for se 
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» OPERAIBysgs PER COMPANY TELEPHONE,* IN DOLLARS AND CENTS PER 
MS OF | (1946=100): sy Companigs: 1946-1959 


195008 1951 1952 1953 1954 1955 1956 1957 1958 1959 
x} § Index $ Index $ Index $ Index $ Index} $ Index| $ Index} $ Index| $ Index 


32.39 fi 100 | 35.92 107 | 37.78 112 | 3838 114 | 39.30 117 | 40.25 119 | 38.43 114 | 36.17 107 | 34.65 103 
9 103 | 45.08 108 | 45.31 108 | 46.19 110 | 46.86 112 | 47.41 113 | 45.95 110 | 44.60 106 | 45.06 108 
35.78 95 | 41.29 103 | 41.05 102 | 40.85 102 | 40.53 101 | 39.74 99 | 37.33 93 | 34.17 85 | 33.28 83 
43 103 | 42.26 113 | 40.79 109 | 41.71 112 | 41.55 111 | 41.00 110 | 40.35 108 | 39.95 107 | 39.97 107 
35.54 Bu 106 | 39.40 115 | 41.15 120 | 42.61 124 | 43.66 128 | 46.37 135 | 45.64 133 | 41.90 122 | 4248 124 
§ 104 | 25.76 111 | 27.38 118 | 28.24 122 | 28.89 125 | 30.02 130 | 28.21 122 | 28.18 122 | 28.20 122 














} 

j 

] 

) | 27.54 107 | 33.85 120 | 37.00 131 | 39.22 139 | 40.23 143 | 42.77 152 | 41.17 146 | 39.44 140 | 37.73 134 
) 147.66 Hy 102 | 51.60 105 | 54.02 110 | 54.00 110 | 53.23 108 | 53.40 109 | 49.93 102 | 47.19 96] 45.40 92 
» | 39.37 114 | 45.37. 121 | 47.52 126 | 47.19 125 | 46.98 125 | 4646 123 | 48.88 115 | 40.68 108 | 40.55 108 
} | 34.79 105 | 38.82 111 | 42.26 121 | 40.80 117 | 42.54 122 | 43.56 125 | 40.98 117 | 39.24 112 | 38.75 111 
) | 39.36 114 | 47.94 126 | 48.68 129 | 48.04 127 | 49.00 130 | 48.82 129 | 46.84 124 | 4528 120 | 43.91 116 
> | 39.50 fy 107 | 44.89 115 | 47.07 120 | 50.80 130 | 52.03 133 | 52.18 133 | 49.18 126 | 46.69 119 | 45.25 116 
5 | 43.55 Ths 93 | 45.54 97 | 47.05 100 | 45.99 98 | 45.15 96 | 43.76 93 | 44.11 94 | 41.41 88 | 39.67 84 
| | 43.57 97 | 44.55 101 | 45.46 104 | 46.39 106 | 47.34 108 | 48.93 111 | 45.79 104 | 44.53 101 | 43.48 99 
) | 34.59 105 | 40.09 116 | 42.27 122 | 42.20 122 | 42.33 122 | 42.24 122 | 41.95 121 | 41.36 119 | 40.11 116 
) | 30.78 105 | 35.64 112 | 37.17 117 | 3646 114 | 37.79 119 | 39.58 124 | 37.34 117 | 35.87 113 | 3549 111 
} | 47.83 96 | 53.95 102 | 55.49 105 | 54.35 104 | 55.80 106 | 56.25 107 | 53.92 102 | 50.88 97 | 4849 92 
| 36.35 99 | 41.51 106 | 41.44 106 | 40.52 103 | 41.16 105 | 42.58 108 | 39.86 102 | 37.66 96 | 36.53 98 
} | 34.23 98 | 35.92 99 | 37.14 102 | 37.43 103 | 39.02 107 | 39.22 108 | 38.72 107 | 37.06 102 | 37.46 103 
45.29 114 | 45.22 114 | 44.67 113 | 44.04 111 | 44.20 112 | 42.08 106 | 39.55 100 | 38.86 98 
38.10 95 | 39.26 97 | 3839 95 | 38.13 95 | 39.32 97 |3821 95 13690 92] 3682 91 
> 157.35 Hho 110 | 68.32 118 | 70.09 121 | 69.28 119 | 75.34 130 | 73.37 126 | 72.83 125 | 7856 135 | 79.25 137 


G0 oe 
7) 
=e 
- 
Oo = 
oo 
























































ly known impending changes, then in jus- percentage of revenues, as well as changes 

ad tice relative declines in numbers of in the composition of the telephone plant 

3, employee, declines in wage costs as a_ itself, with all that that implies, ought 

ry 

n- TABLE IV—Torat SALariEs AND WAGES CHARGEABLE TO OPERATING EXPENSES, PER COMPANY 

of TELEPHONE, 1953 AND 1959: BELL OPERATING COMPANIES 

re % 1959 

or Company 1953 1959 | of 1953 

e. Bell Telephone Company of Pennsylvania...............-e+se+0 $37.78 $34.65 92% 

; Chesapeake & Potomac Telephone Company (D.C.).............. 45.31 45.06 99 

D5- Chesapeake & Potomac Telephone Company of Maryland ........ 41.05 33.28 81 

n- Chesapeake & Potomac Telephone Co. of Virginia ............... 40.79 39.97 98 
Chesapeake & Potomac Telephone Company of West Virginia .... 41.15 42.48 103 

ve Cincinnati and Suburban Bell ‘Telephone Company............. 27.38 28.20 103 

io Diamond State Telephone Company................0.seeeeeeees $7.00 37.73 102 
Illinois Bell Telephone Company .................eeeeeeeeeeees 54.02 45.40 84 

e- Indiana Bell Telephone Company................eeseeceeeeeees 47.52 40.55 85 
Michigan Bell Telephone Company ..................eeeeeeeees 42.26 38.75 92 
Mountain States Telephone and Telegraph Company............ 48.68 43.91 90 

od New England Telephone and Telegraph Company............... 47.07 45.25 96 

. New Jersey Bell Telephone Company..................seeeeeees 47.05 39.67 84 

5 New York Telephone Company ................ecseccceceeecees 45.46 43.48 96 

le- Northwestern Bell Telephone Company.................0.e+000: 42.27 40.11 95 
Ohio Bell Telephone Company.................ceceeeeeeeeeees 37.17 35.49 95 

er Pacific Telephone and Telegraph Company...................+. 55.49 48.49 87 

ri- Southern Bell Telephone and Telegraph Company.............. 41.44 36.53 88 
Southern New England Telephone Company.................... 37.14 37.46 101 

ce Southwestern Bell Telephone Company......................06- 45.22 38.86 86 

~ Wisconsin Telephone Company ...............ececeeeceeceeeeee 39.26 36.82 94 
Bell Telephone Company of Nevada..................eeeeeeees 70.09 79.25 113 

Or 


Source: Derived from Companies’ Annual Reports to the Federal Communications Commission. 
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also to be forcefully presented for the 
consideration of the regulatory commis- 
sions. 


Decreased Salary-and-Wage Cost per 
Dollar of Revenue 


Since the Bell companies’ annual re- 
ports to the Federal Communications 
Commission show the amounts of salaries 
and wages charged to operating expenses, 
it might be expected that these savings 


(by reason of the relative decline in the 
number of employees) would show up in 
a decline of such expenses in relation 
to the companies’ total revenues. They 
do. 

In 1946 salaries and wages charged to 
operating expenses by the 22 operating 
companies represented 52 percent of the 
total revenues; in 1959, only 34 percent 
(Table V). In 1946 only two companies, 
the Cincinnati and Suburban Bell com- 





TABLE V—SALARIES AND WAGES CHARGED TO OPERATING EXPENSES AS A PERCENT OF REVENUES. 


























1946 1959 
Ratio of Ratio of 
Salaries Salaries 
Salaries and and Salaries and and 
ages Wages Wages Wa: 
Total Charged to | to Total Total Charged to | to Total 
Operating Operating |Operating} Operating Operating (Operating 
Company Revenues Expense | Revenue Revenues Expense * | Revenue 
(dollars) (dollars) % (dollars) (dollars) % 
Bell Telephone Co. of Pennsylvania.| 115,307,402) 61,875,691| 53.66 397,876,215) 140,575,000] 36.63 
Chesapeake & Potomac Telephone 
Company (D.C.)..............+- 29,446,426) 15,715,650) 53.37 63,886,347 27,423,000] 42.92 
Chesapeake & Potomac Telephone 
Company of Maryland.......... 33,078,370] 17,886,104] 54.07 133,259,330 39,958,500] 29.99 
Chesapeake & Potomac Telephone 
Company of Virginia............ 27,391,709] 14,013,000} 51.16 119,920,935 38,556,000] 32.15 
Chesapeake & Potomac Telephone 
Company of West Virginia...... 13,176,746] 7,215,358) 54.76 53,458,606 19,063,000] 35.66 
Cincinnati and Suburban Bell 
Telephone Company............ 16,702,560} 6,099,738} 36.52 50,656,267 15,628,000} 30.85 
Diamond State Telephone Company 4,935,517} 2,146,092) 43.48 23,361,658 7,693,000} 32.93 
Illinois Bell Telephone Company..} 158,095,085) 97,635,303) 61.76 507,745,694| 173,229,430] 34.12 
Indiana Bell Telephone Company. . 27,991,727] 14,895,014] 53.21 106,738,360 38,031,128] 35.63 
Michigan Bell Telephone Company 91,650,861} 44,626,607| 48.69 296,434,415] 109,309,000} 36.87 
Mountain States Telephone and 
Telegraph Company ............ 54,401,764) 29,193,563} 53.66 287,525,772 95,344,000} 33.16 
New England Telephone and 
Telegraph Company ............ 128,913,945] 68,237,472) 52.93 380,023,379) 141,439,015) 37.21 
New Jersey Bell Telephone 
AGRBTIBERRING 55556 ore 15 15 51 )0.0:01055 278 ce fons 91,229,897) 50,721,120) 55.60 327,244,105] 107,461,000) 32.84 
New York Telephone Company....| 333,543,467] 150,196,820] 45.03 | 1,006,289,916} 337,000,000} 33.49 
Northwestern Bell Telephone 
APN BANY 55.055 0505501. 59 oss sesso 72,180,218] 39,901,627) 55.28 265,485,678 92,370,000) 34.79 
Ohio Bell Telephone Company.... 85,987,288} 38,491,894} 44.76 281,056,233 90,225,628) 32.10 
Pacific Telephone and Telegraph 
GOMmpaNY 5% <i caoe cs = oie sie's'so 153,086,219] 91,051,118) 59.48 | 1,026,546,165] 348,747,000] 33.97 
Southern Bell Telephone and 
Telegraph Company ............ 155,550,901) 80,525,960] 51.77 767,111,440} 239,280,000] 31.19 
Southern New England Telephone 
MGOTINNS RING 6:10; «swiss n1m 0101s 10 <tis aiercrs 37,284,525] 19,924,814) 53.44 127,882,727 44,449,000) 34.76 
Southwestern Bell Telephone 
ROOTING AIG oo so3s% oinroia is, -30 30 isse sig aversie 180,890,639] 89,991,855) 49.75 735,675,479| 225,185,000] 30.61 
Wisconsin Telephone Company....| 32,067,426] 20,922,560] 65.25 121,848,818] 39,306,000] 32.26 
Bell Telephone Company of Nevada 4,456,436) 1,117,562) 25.08 14,160,211 4,003,000) 28.27 
PUOTAUS 5.0.5 is cin's 51061 4/011o;01e\0)0iee $1,847,369,128}$962,384,922| 52.09%|$7,094,187,750)$2,374,275,701| 33.85% 























* These amounts are as reported by the companies. In some cases the figures were partly estimated. 
Source: Form M Reports to the Federal Communications Commission. 
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pany and the Bell Telephone Company 
of Nevada, were under 40 percent; in 
1959 only one company, the Chesapeake 
and Potomac Telephone Company 
(D.C.) was over 40 percent. While total 
revenues of the Bell companies rose 280 
percent over the thirteen year period, 
total salaries and wages charged to oper- 
ating expenses rose only 147 percent. 

The nearly-unchanged cost of salaries 
and wages per telephone as between 1946 
and 1959, the very considerable decline 
in such expenses since 1953, and the 
sharp drop since 1946 in the percentage 
that such expenses constitute of total 
revenues, should raise serious doubts as 
to the appropriateness of granting nearly 
automatic telephone rate increases as an 
accompaniment of newly-negotiated 
wage contracts. 

The situation is hardly parallel to the 
semi-automatic, or fully automatic retail 
increases that in some jurisdictions are 
permitted to follow an increase in whole- 
sale gas rates. In the case of the tele- 
phones there are, as has been indicated, 
off-setting factors and unless the concur- 
rent increase in the number of tele- 
phones in service, with its cost-reducing 
effect upon the average cost of service per 
unit, and the declining trend in the num- 
ber of employees are taken into account, 
the wage rate adjustments may turn out 
to be very one-sided and wooden. 


1958 a Stand-out Year 


The year 1958 is a particularly good 
example of how far from balancing the 
factors (to paraphrase the United States 
Supreme Court’s Hope case’ phraseology) 
would be the granting of rate increases 
just because wage rates have increased. 
Considering only the number of employ- 


1 Federal Power Commission. v. Hope Natural Gas 
Company, 320 U.S. 591, at 603 (1944). 


ees and the wage rates and ignoring the 
cost-reducing effect of the rapid increase 
in the number of telephones in service, 
it will be obvious that a reduction in 
the number of employees of some 714 
percent, as was experienced by the Bell 
companies in that year, will cancel the 
effect of wage rate increases up to 714 
percent. If the total wage bill is there- 
fore kept constant,’ the simultaneously 
increased number of telephones in serv- 
ice will not be subjected to any salary 
and wage cost or, if one prefers, he may 
consider that the average salary and wage 
cost per telephone will surely decline. 

In neither case does a proper base ap- 
pear to be laid for a telephone rate in- 
crease, despite the undeniable fact that 
a wage rate increase may have been nego- 
tiated, since the reduction in the num- 
ber of employees or the increase in the 
number of telephones being serviced 
relative to the number of employees, are 
equally undeniable facts. 


Three Recent Examples 


The Southwestern Bell Telephone 
Company recently successfully resisted 
an Arkansas Public Service Commission’s 
show-cause order calling upon the com- 


? This is by no means an impossibility even in the 
face of rapid growth in the number of telephones 
in service. Ten of the Bell companies reported lower 
total dollars of salaries and wages charged to oper- 
ating expenses in 1958 than in either 1957 or 1956. 
They were: the Bell Telephone Company of Penn- 
sylvania; the three Chesapeake and Potomac Tele- 
phone Companies of District of Columbia, Mary- 
land and West Virginia; Illinois Bell Telephone 
Company; Indiana Bell Telephone Company; Mich- 
igan Bell Telephone Company; New England Tele- 
phone and Telegraph Company; Ohio Bell Tele- 
phone Company; and Southwestern Bell Telephone 
Company. New Jersey Bell Telephone Company 
and Pacific Telephone and Telegraph Company 
were lower in 1958 than in 1957 but higher than in 
1956. New York Telephone Company was lower in 
1958 than in 1956 but higher than in 1957. The 
1958 total for the twenty-two companies, as reported 
by them, was about one-tenth of one percent above 
the 1957 total and one and a half percent above that 
of 1956. 
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pany to present reasons why its rates 
should not be reduced.* 

Noted by the Commission in its order 
summarizing the Company’s defenses 
were the post-1953 wage rate increases. 
As listed in the trade press the six-point 
summary began as follows: ‘“(1) Five 
wage increases have been given to em- 
ployees since 1953, the last year it got an 
increase in rates.”* Reference to Table 
III shows that Southwestern’s wage-and- 
salary cost per telephone in 1953 was 
$45.22 and, in 1958, $39.55 (possibly the 
latest full year for which figures were 
available to the Commission at the time 
of the hearing). The figure for 1959, as 
shown in the table, is $38.86. The 1958 
and 1959 dollar amounts are 87 percent 
and 86 percent, respectively, of the 1953 
cost figure. 

In the recent Long Lines Private 
Lines case, Docket 11,645, before the 
Federal Communications Commission, 
the American Telephone and Telegraph 
Company, in purporting to make its 
presentation “‘more current,” revised 
various expenses merely by adjusting for 
the change in wage rates at between June 
- 30, 1955 and September 30, 1957. Such 
ratios of changes in wage rates for the 
individual Bell operating companies, or 
associated companies, as the American 
Telephone and Telegraph Company re- 
fers to them, were applied “to the wage 
portion of the expenses” in various ac- 
counts “to obtain wages adjusted to Sep- 
tember 30, 1957 levels.”® 


3In re Southwestern Bell Telephone Company, 34 
PUR (3d) 176 (1960). 

* Telephony, March 12, 1960, p. 38. 

5 American Telephone and Telegraph Company 
Exhibit, 17A, p. 10, line 12. A spot check of the 
Northwestern Bell Telephone Company’s revenue 
accounting experience, in this case, showed that, 
using the Company’s own exhibit (Ex. 53G, PLS 12 
and PLS 27) without any adjustment whatever, a 
13.1-percent wage rate increase was accompanied by 
a dollar increase in wages not of 13.1 percent, the 
increase in the wage rate, but of only 9.1 percent 


Not a word was said about any simul- 
taneous changes in number of employ- 
ees, or number of employees in relation 
to the number of telephones in service 
(or in relation to revenues), although the 
American Telephone and Telegraph 
Company’s Annual Report to Stock- 
holders for 1957 shows a 13 percent in- 
crease in number of telephones between 
the end of December 1955 and the end 
of 1957. The number of employees dur- 
ing that same period increased by less 
than half that rate. The necessary result 
of the greater increase in number of tele- 
phones than in number of employees 
was that the American Telephone and 
Telegraph Company had fewer employ- 
ees in 1957 per 1000 telephones than it 
had in 1955 but the Company did not 
find any adjustment for this fact neces- 
sary in revising its presentation to make 
it (as the Company said) “more accu- 
rately” reflect current conditions! 

The recent Southern Bell case® in 
Louisiana is another interesting example 
of the telephone companies’ one-sided 
approach to the problem. This company 
sought to include in its claimed Louisi- 
ana intrastate expenses over a half mil- 
lion dollars as the result of a wage in- 
crease that became effective some four 
and a half months after the close of the 
test year. The Commission pointed out 
that the Company did not offer any evi- 
dence in respect to the increased tele- 
phone revenues that had simultaneously 





(from $416,213 to $454,097). The number of reve- 
nue accounting employees declined absolutely, from 
1429 to 1381, during the 27-months period. The 9.1- 
percent figure includes no adjustment for the con- 
tinued, simultaneous growth in number of stations 
served. Such adjustment would still further dimin- 
ish the actual burden of wage rate increase per 
company telephone. The total annual wages and 
salaries per company telephone for Northwestern 
Bell Telephone Company actually fell from $42.33 
in 1955 to $41.95 in 1957, as shown in Table III. 

*Ex parte Southern Bell Telephone and Tele- 
graph Company, 26 PUR (3d) 55, at 106. 
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resulted from the increased number of 
telephones in service. 

Neither, apparently, did the Company 
offer any evidence of the decline in num- 
ber of employees which had set in on a 
national scale in August 19577 and con- 
tinued without interruption in succeed- 
ing months through December 1958, at 
least. Southern Bell itself reported a re- 
duction from 70,450 employees to 65,631 
for the calendar year 1958, or about 
seven percent, for its total operations in 
the nine southern states which it serves. 

The Company’s official reports to the 
Federal Communications Commission 
show that it gained 8 percent in av- 
erage number of telephones in service in 
1958 (from 5,594,243 to 6,052,856) while 
its total salaries and wages charged to 
operating expenses increased by a little 
over 2 percent (from $222,993,000 to 
$227,960,000). The result was a drop in 
the annual salary-and-wage cost per tele- 
phone from $39.86 to $37.66, or five and 
a half percent. (See Table III for de- 
clines by individual companies.) 


Effect on American Telephone and 
Telegraph Company’s Per Share 
Earnings 

The granting of telephone rate in- 
creases, on the assumption that wage rate 





7 As disclosed in In re American Telephone and 
Telegraph Company et al., FCC Docket 11645, Ex- 
hibit 428, p.1, derived from Bell System Consoli- 
dated Reports MR No. 1, CR 51, Sheet 2, as filed 
with the Federal Communications Commission. 


increases needed to be offset although 
the wage costs per telephone have actu- 
ally been declining, may very well 
explain the fact that the American Tele- 
phone and Telegraph Company’s earn- 
ings per share have not been merely 
stabilized by such compensatory adjust- 
ments but have risen from $9.42 a share 
in 1946 to $15.66 on a comparable basis 
as of December 31, 1959. 

The book value of the stock at the end 
of 1959 was $167.50 (still on a compa- 
rable basis) but the rates the subscribers 
were being required to pay caused the 
stock to sell at the equivalent of $239.25 
(now over $300.00 allowing for the 3-1 
stock split). Even this $71.75 per share 
excess value, as of December 31, 1959, 
represented a market value of over five 
billion dollars beyond the $11,982,- 
426,000 of actual investment represented 
by the formerly outstanding seventy-mil- 
lion-plus shares. The current December 
excess market value is over nine billion 
dollars. 

In conclusion, two not unrelated ques- 
tions seem to be in order. First, whether 
the subscribers have a duty to make such 
a contribution to the American Tele- 
phone and Telegraph Company stock- 
holders or only a duty to maintain the 
financial integrity of the investment with- 
out any donation on their part. Second, 
whether illusory wage cost increases are 
being used to justify such forced con- 
tributions. 


United Nations Conference on New Sources of Energy 


The Security Council of the United Nations reached the conclusion in 1959 that re- 
search in the utilization of practical applications of solar energy, wind power and geo- 
thermal energy had reached a stage at which the pooling of the results achieved could, 
through an international conference, yield especially interesting results for areas which 
have a shortage of conventional energy resources. Such a conference will be held in 
Rome, Italy, at the invitation of the Italian Government from August 21st to 31st, 1961. 
This meeting, the United Nations Conference on New Sources of Energy, will examine 
practical problems and experience in these fields, with special reference to the problems 


of the less developed countries. 








HE agrarian problem is as old as his- 

tory itself but it was only during the 
past two or three centuries that a signifi- 
cant reform in freer land tenure and 
wider distribution of ownership has been 
achieved. This century in particular has 
witnessed extensive and active demands 
for land reform programs in Europe, 
Asia, and other parts of the world.’ 

The concept of agrarian reform has 
undergone evolutionary changes as a re- 
sult of political and institutional devel- 
opments. The more recent institutional 
changes in many parts of the world, 
initiated by the spread of constitutional 
and democratic forms of government and 
growth of the political power of the com- 
mon people, are. a consequence of in- 
creasing educational opportunities and 
higher standards of living.? These 
changes have led to the abandonment of 
old narrow concepts of agrarian reform 
as little more than “opportunity of own- 
ership,” and to the rise of new forms of 
state organization and new concepts of 
property rights. The present definition 
of agrarian reform covers a wider range 
of social and economic problems and in- 
stitutions than did the older concepts. 


“Agrarian reform in its modern setting is 
concerned with improvement of agricultural 
economic institutions, i.e., agricultural land 
ownership and tenancy, land rents, taxation 





* Assistant Professor, Westminster College, Ful- 
ton, Missouri. 

** Assistant Professor, Michigan State University, 
East Lansing, Michigan. 

1V. Webster Johnson and Raleigh Barlowe, Land 
Problems and Policies (New York, New York: 
McGraw-Hill Book Company, 1954), p. 374. 

?Kenneth H. Parsons, “Basic Elements in the 
World Land Tenure Problems,” Journal of Farm 
Economics, May 1956, pp. 430-437. 


By RASOOL M. H. HASHIMI* and ALFRED L. EDWARDS** 


Land Reform in Iraq: Economic and Social Implications 


of agricultural land or income from land, 
and also agricultural credit and producer 
marketing. Agricultural technology, physi- 
cal problems of land utilization and devel- 
opment, conservation of resources, methods 
and levels of productivity, and problems of 
rural industries will be included insofar as 
they are relevant to the institutional prob- 
lems enumerated above.” * 


Moreover, the present concept of 
agrarian reform is more relevant to un- 
derdeveloped areas and is more signifi- 
cantly related to economic development 
and social change. It extends somewhat 
beyond the conventional economic field 
and deals with such essential problems as 
social classes, legal and political powers, 
training, education, and maintenance of 
civil order. The basic aims and policies 
of agrarian reform movements in most 
of the underdeveloped countries cannot 
be limited to increasing the productivity 
and efficiency of the economy by land 
and income redistribution and improv- 
ing the methods of production. Such pro- 
grams must also provide for social justice 
and equality, and minimum levels of 
living. Schools, hospitals, roads, housing, 
law enforcement, and protection of life 
and property in the rural areas are essen- 
tial requirements basic to reform.* 

The modern concept carries with it 
wider distribution of ownership rights 
and freer tenure conditions. Land dis- 
tribution to landless cultivators is a 
necessary condition in any reform, as it 





* From a statement prepared by the Inter-Agency 
Committee on Land Reform Problems in the 
United States, op. cit. p. 375. 

‘Raleigh Barlowe, “Land Reform and Economic 
Development,” Journal of Farm Economics, May 
1953, p. 180. 
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gives the producer more security of ex- 
pectation and creates an incentive for 
greater productivity and for investment. 
While this is a necessary condition, it is 
not sufficient. The prospect for the long- 
run improvement of the lot of the indi- 
vidual farmer may not be high if no 
provision is set to take care of such basic 
requirements for prosperous farming as 
marketing facilities, credit availability, 
technical advice and extension service, 
agricultural machinery and fertilizer, and 
a host of other things needed to operate 
a modern farm business. If the reform 
program is not comprehensive and in- 
clusive in all these aspects but is re- 
stricted in providing opportunity of 
ownership, the helpless new owners will 
soon become prey to their own ignor- 
ance and will lose their newly acquired 
titles to the speculators and money- 
lenders; or lack of good management 
and insufficient capital for the necessary 
investment and conservation will force 
them to abandon their land. 

In 1952 Egypt enacted an Agrarian 
Reform Law “aiming at the growth of 
the national economy, greater stability 
and productivity, the reorganization of 
land ownership, the protection of the 
cultivators’ [fellahin] interests, and the 
attainment of social justice.”> The eco- 
nomic significance of this law is evident 
in that it represented an attempt to re- 
organize the available productive re- 
sources by the redistribution of land and 
the regulation of the productive organi- 
zations (farms) in a different pattern, a 
pattern that the originators hoped would 


5Sayed Marei, Agrarian Reform in Five Years 
(Cairo, Egypt: Dar El—Kahira Printing Press, 
1957) p. 49, Arabic. For an analysis of the land 
reform program in Egypt see Kenneth H. Parsons, 
“Land Reform in the United Arab Republic,” Land 
Economics, November 1959, pp. 319-326; also Ga- 
briel Saab, “Egyptian Agrarian Reform,” Middle 
East Forum, July 1960, p. 15 (on the impact of the 
Agrarian Reform in Egypt after 1952). 
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be conducive to an increase in national 
product and human welfare. 

Six years later, in 1958, similar reform 
action was taken in the neighboring 
Arab state of Iraq. The impact of the 
cultural, economic, and political rela- 
tionships between these two countries 
had a great deal to do with molding the 
two revolutions in the same pattern. The 
Iraqi Agrarian Reform Law had very 
much the same objectives and indeed 
very similar content. 

The recent agrarian reform programs 
in the Middle East can be characterized 
as being ambitious and inclusive in 
adopting deep-rooted policies that at- 
tempt to solve the chronic agrarian prob- 
lems by far-reaching measures, and in 
dealing with the basic socio-economic 
conditions and problems of the peasants. 
They set as their objectives new patterns 
in the methods of production and im- 
provements in the social and economic 
organizations of the farm people. These 
changes in the Middle East reflect long- 
existing conflicts between the ideas and 
inspirations of the newer and the older 
generations (incompatible sets of eco- 
nomic and social organizations that have 
been unable to solve current problems). 
These reform programs represented a 
bold break-through in the old and rigid 
systems. They may constitute a serious 
step toward remodeling the social order 
and rebuilding it on a plane of greater 
social and economic equality at a higher 
level of human welfare. The success or 
failure of these reform movements may 
have great repercussions and influence 
on other countries in that sensitive and 
unstable part of the world. 


The aim of this paper is to review the 
land tenure system in Iraq and analyze 
the possible economic and social changes 
that will result from the implementation 
of the more recent agrarian reform. 
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Historical Background 


The remains of the irrigation works 
of the Abbasid period in Iraq indicate 
that this area had been a prosperous land 
with a flourishing agriculture that could 
support a much larger population than 
the present one. However, the system of 
land tenure and land ownership during 
the Abbasid epoch was more like a me- 
dieval feudal system where the khaliphs 
and their civil and military officers 
owned the land, collected and shared the 
revenues and recruited the farmers in 
time of war. But the khaliph also made 
grants of the land to his officers for the 
purpose of reclamation, and also sold 
land to others.® 

The prosperity of the country and its 
location at the crossroads of caravan com- 
merce frequently tempted marauding in- 
vaders to attack this land. Early in the 
eleventh century, toward the end of the 
Abbasid period, Iraq suffered heavily 
from various invaders. The enemy forces 
destroyed many of the accomplishments 
of the “golden” Abbasid era. The irriga- 
tion works were damaged and the feeder 
canals were gradually blocked by a lack 
of dredging. The regular flow of the 
river was disrupted, frequently changing 
its course, resulting in the depredation 
of whole provinces. The process of de- 
struction was culminated by the Mongo- 
lian invasions in the thirteenth and 
fifteenth centuries and the Ottoman- 
Persian wars of the fifteenth to the seven- 
teenth centuries. By the eighteenth cen- 
tury the country was denuded of both its 
cultivation and its population.’ 


6 Hassan Mohammad Ali, Land Reclamation and 
Settlement in Iraq (Baghdad, Iraq: The Baghdad 
Printing Press, 1955), pp. 54-55. 

‘Salih Haider, “The Land and Tribe in Iraq,” A 
paper presented to the Food and Agriculture Or- 
ganization of the United Nations Center on land 
problems in the Near East, Salahudin, Iraq, Octo- 
ber 1955; John Kenneth Galbraith in The Affiuent 
Society (Boston, Massachusetts: Mifflin Company, 


During the Ottoman rule, Iraq went 
through a period characterized by un- 
usual confusion and haphazardness in 
the affairs of state. The land was fought 
over and alternately held by different 
tribes, or was allotted to government 
officials and powerful chieftains in order 
to win their loyalties and insure collec- 
tion of taxes. The first explicit legal 
basis for land ownership was established 
as late as 1858. The Ottoman Land Law 
of 1858 defined the right of use and 
transfer of state land [Miri Sirf] and 
aimed at classifying and registering all 
lands as: (a) private property; (b) re- 
ligious Wakuf land held in public and 
private trusts; (c) Miri Sirf, or pure state 
land; (d) Musha ’a, or public domain; 
and (e) dead uncultivatable land.* This 
law remained the basic statute for about 
a century (until the use and transfer of 
state lands was changed by Law No. 40 
of 1951, which became effective in 1953.) 
Except for a short period, from 1869 to 
1871, under Midhat Pasha’s governor- 
ship of Baghdad,® the Ottoman rulers 
were not powerful enough to apply their 
land law. The people of Iraq at that 
time also did not react favorably to land 
registration because of their fear of mili- 
tary draft and tax payment. The old con- 
fusion in land ownership and use con- 
tinued to be the main feature of social 
and economic life in Iraq.*° 





1958), pp. 22-23, observed “the economic life of 
the Middle East never recovered from the imagina- 
tive and highly coordinated destruction, pillage, 
and massacre of Genghis Khan.” 

’ Mohammed Ali, op. cit., pp. 57-58. 

®“Midhat Pasha was a prominent statesman and 
constitutional reformer in Turkey. In his short 
tenure in Iraq, he initiated many reforms. Various 
schemes of irrigation, communications, river stream 
navigation, public education, better provincial ad- 
ministration and public works, and even industries 
were started or planned.” Haider, op. cit. 

we... The Ottoman administration failed in 
its attempts at land settlement, and more than any- 
where else it failed in Iraq. Two causes, each con- 
nected with the other, were responsible for its lack 





-_ tin Mon 


RA PF 46 Fr FO Oe we FR oe RAK ee uh 


er tahes ep TE ~ I en velo: an HE an EE oe 


— 





ent 


ies 


in 
y- 
n- 
ck 








Toward the end of the nineteenth 
century (1883) another attempt was 
made by the government in the direction 
of stabilizing the tenure system and im- 
proving agriculture. About 30 percent 
of the land, including the most cultivat- 
able and fertile land, was acquired by 
purchase, gift, and reversion to the 
Crown Estate of Sultan Abdul Hamid II. 
The land was put under a special govern- 
ment department that was responsible 
for its management. This new system 
gave the farmers a more stable tenancy 
and higher income. In 1908 the Crown 
Estates were reverted to public owner- 
ship and designated as land to be dis- 
tributed among the members of the 
tribes directly as individual private prop- 
erty rather than in common tribal own- 
ership. This was an attempt to establish 
a permanent basis for settling land own- 
ership and to check the powers of the 
sheiks of the tribes.” 

During the period of the British occu- 
pation of Iraq that started in 1917 the 
tendency was to encourage and revive 
the disintegrating tribal system. The 
power of the tribal chieftains was en- 
hanced and their status and privileges 
were sanctioned by the enactment of a 
primitive tribal “law.” The code legal- 
ized and regulated the personal and 
property affairs of the rural areas, ac- 
cording to the prevailing and accepted 
codes and customs of each tribe. The 
semi-feudal tenure system headed by the 
tribal sheiks was revived for political 
reasons.» Women were generally de- 


of success in Iraq: physical-geographical and 
social.” Gabriel Baer, “The Agrarian Problem in 
Iraq,” Middle Eastern Affairs, December 1952, p. 381. 

™ Doreen Warriner, Land Reform and Develop- 
ment in the Middle East—A Study of Egypt, Syria, 
and Iraq (London, England: Royal Institute of 
International Affairs, 1957), p. 144. 

12 Mohammad Ali, op. cit., pp. 61-62. Other 
writers, however, absolve the British of bad inten- 
tions and explain that their inclination “was to 
envisage land settlement in terms of individual 
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prived from land inheritance in the tri- 
bal convention. The primogeniture sys- 
tem was applied to men. In some districts 
the sheiks levied a special tax in kind 
from the meager share of the farmer to 
provide for the management and upkeep 
of the common guest house. In case of 
intertribal dispute the claims were settled 
by money, cattle, and even women, 
collected from clans or tribes’ members.** 

When Iraq resumed its semi-independ- 
ent identity as a member of the League 
of Nations in 1932 the new government 
inherited a great encumbrance from the 
past. It took charge of a tribal and urban 
people that had an extremely low level 
of literacy and primitive productive 
methods. The population was heavily 
dependent on agriculture and a little 
medieval craftmanship for their liveli- 
hood.** The social and economic ties 
were basically family and tribal ones and 
the experience of citizenship was hardly 
recognized by the majority of the people. 
The land, the main source of livelihood 
and power, was left without survey or 
classification, the soil deteriorated, and 
the land salinated or reverted to desert. 
Landholdings suffered from conflicting 
claims and unsettled legal rights. How- 
ever, the economic potentiality for 


holdings of some sort or the other” and put the 
whole blame on the landlords and shieks who used 
their power and influence to preserve their interest 
and prestige. Handley V. Cooke, Challenge and Re- 
sponse in the Middle East: the Quest for Prosperity, 
1919-1951 (New York, New York: Harper and 
Brothers, 1952), p. 176. 

%3This law was recognized by the national gov- 
ernment that succeeded the British until it was 
abolished by the regime that took over in 1958. For 
the sharing of the crop between landlord and 
farmer see Hashim Jawwad, Mugeddima fi Kiyan 
al-Iraq al-’Ijtima’i 1946, p. 48. (Cited by Baer, op. 
cit. pp. 388-389.) 

ue”, . . Even today about 60 percent of the 
population get their living from agriculture . . . 
In the field of manufacturing industries and handi- 
craft less than half of the man-power employed is 
engaged in handicraft proper.” Carl Iverson, A 
Report on Monetary Policy in Iraq (Baghdad: The 
National Bank of Iraq, 1954), pp. 70-71. 














72 LAND ECONOMICS 


growth and the prospects of the country 
were hardly obscure. Although some 
achievements in land reclamation, irri- 
gation projects and flood control were 
made by the national government, the 
benefits accruing to the tillers were 
small. ‘““Witness what has happened [in 
Iraq] during the last 50 years or so. Irri- 
gation has been expanded materially, 
mainly through pump installation, and 
total agricultural output has been in- 
creased tremendously; but the peasants 
remained landless and impoverished.”** 

The existing legal status of land in 
1932 provided the government with an 
excellent opportunity to build up a 
stable and promising land tenure system 
that could have been a sound basis for 
a stable and growing social and eco- 
nomic order. The land system was still 
fluid and the subdivision of state land 
to small landholders was legally possible. 
According to Doreen Warriner, ‘““When 
the new state of Iraq came into exist- 
ence, the state was in law the largest 
landowner . . . only a fraction of the cul- 
tivated land was held, somewhat uncer- 
tainly, on Tapu [Ottoman tenure], while 
the rest was held on no legal basis at all. 
In addition to the state’s nominal claim 
to ownership of all land, the new state 
of Iraq became the owner of its former 
Ottoman Crown estate.’ But most of 
the development programs undertaken 
were of the irrigation and flood-control 
type that added more area to the culti- 
vable acreage. The engineer’s approach 
dominated the thinking of those who 
were concerned about the future of the 
country. “Yet, the immediate need is not 
to add to the area cultivated, but to get 
better cultivation on land already in 


* Afif Tanous, “Land Reform: Key to Develop- 
ment and Stability of the Arab World,” The Middle 
East Journal, Winter 1951, p. 11. 
*® Warriner, op. cit., pp. 143-144. 











use, particularly in the irrigation 
zones.’'?7 

The influence of the tribal chieftains, 
who gained extra stature as members of 
parliament, and the presence of British 
advisors who continued to influence 
national government policies supported 
land policies and title settlement that 
continued the trend toward concentra- 
tion and excessive holdings in large es- 
tates. Once again the new state repeated 
the errors of its predecessors, following 
the path of least resistance. Power and 
favoritism were the deciding factors in 
land acquisition. It was not an unusual 
practice for the title of some lands to be 
held alternately by rival families, de- 
pending on their political loyalties. The 
introduction of irrigation and the open- 
ing of the outside market for Iraqi crops 
by steamships and railroads made tribal 
leaders press for surveys and title settle- 
ment in contradiction to their actions 
during the Ottoman rule. It added a new 
and genuine economic motive for ac- 
quiring title to large areas of land.’* At 
the same time, small farmers and tribe 
members were gradually stripped of 
their communal rights in land and 
reduced to the status of serfs. 

The Law for Settlement of Land 
Rights enacted in 1932 inaugurated a 
cadastral survey and granted titles and 
Tapu tenure (old Ottoman tenure) or 
Lazma grant (permanent lease) “... . 
to people who could demonstrate that 
they had productive use of land within 





" Ibid, p. 116. A serious shortcoming of the irri- 
gation projects in Iraq was the neglect of drainage 
canals, for without them the soil salts up. The High 
Irrigation Development Committee report of 1949 
stated that almost 60 percent of the flow-irrigated 
land had been seriously affected by salt. Twenty to 
thirty percent of the cultivable land has been 
abandoned in the last few decades and the yield on 
the remaining lands has declined by thirty to fifty 
percent. Mohammad Ali, op. cit., p. 31. 

*® Warriner, op. cit., p. 136. 
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the previous fifteen years. In practice it 
has been possible to obtain title on pres- 
entation of proof that a crop was pro- 
duced on land in one year, and the land 
settlement committee have occasionally 
accepted even more tenuous proof of 
cultivation.” Up to 1955 about 38 per- 
cent of the whole country and about one- 
sixth of the state land was granted in 
Lazma tenure to pump owners. Two 
provinces, Amarah and Muntafik, were 
excluded from the application of the 
land settlement law of 1932. Both prov- 
inces have unusually large holdings and 
each was treated separately with regard 
to the settlement.”° Yielding to the pres- 
sure of all-powerful chieftains and other 
influential groups the state granted the 
best available land in the country freely 
or for a nominal price. What was left to 
the state was potentially cultivable if 
proper irrigation schemes were available. 

In a country where the major eco- 
nomic decisions are closely tied to social 
structure and are performed largely 
through a legal and governmental ma- 
chinery that is dominated by the land- 
lord class, one can hardly expect signifi- 
cant distribution of land holdings that 
favor and encourage small ownership. 
Such a policy might jeopardize the eco- 
nomic and social position of the land- 
lords, deprive them of their extensive 
power, and even “spoil their peasants,” 
who would see the advantage of such 
schemes and ask for a higher share or 





” The Economic Development of Iraq (The In- 
ternational Bank for Reconstruction and Develop- 
ment, 1953), p. 6. Referring to Law No. 28 of 1933, 
“Law, Governing Rights and Duties of Agricutural- 
ists.” 

» Warriner, op. cit., pp. 150-154. Twenty-nine 
holdings in Amarah covered 20,000 meshara (12,000 
acres) or more. Seven of these holdings are over 
50,000 meshara (30,000 acres); four holders hold 
most of the cultivable land in the province. In 
Muntafik province there are twelve holdings that 
exceed 20,000 meshara; half of the holdings are in 
Tapu and claimed by one family. 
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seek better alternatives. Nevertheless, 
after World War II because of inside 
pressure from the newly formed and agi- 
tating middle class, and outside pressure 
in the form of foreign expert advice, 
fear of communism, and later the in- 
troduction of the extensive land redistri- 
bution in neighboring Egypt, moderate 
land distribution programs were initi- 
ated.*? The increase in oil revenue in 
1950 helped to finance irrigation proj- 
ects and reclamation of Miri Sirf land. It 
is to be noted, however, that the enact- 
ment and passing of a bill in the parlia- 
ment advocating land distribution some- 
how conditioned direct benefits to the 
landlord members who secured a good 
share of the newly reclaimed land or 
water rights to the old property.” 
Nevertheless, the land distribution 
schemes carried on by the postwar gov- 
ernments in Iraq were movements in the 
right direction. From the start they pro- 
vided convincing evidence of the urgent 
need for such action. There were 50,000 
applicants for the 1,200 tracts that were 
distributed in the Dujayla Settlement 
in 1945.?8 





1 §mall-scale pilot projects distributing state 
domains among landless peasants were initiated by 
enactment of Law No. 23 of 1945 and extended to 
other areas in 1950. The Dujayla plan made a good 
start and “fulfilled one of the chief requirements of 
the pilot project by exposing a major blunder. 
Proper drainage was not provided, and in part of 
the land salting resulted in its becoming useless.” 
“Agrarian Reform Expanded in Iraq,” The New 
York Times, November 5, 1950, cited by Hendley 
V. Cooke, op. cit., p. 188. 

* Warriner, op. cit., pp. 160-161. 

*3Up to 1956 there were 7,196 families resettled 
on the Miri Sirf land. Since that time another 
12,727 families have been assigned to newly re- 
claimed state land. The Development Board in 
1957 planned a settlement program for an addi- 
tional 5,000 families during the following five 
years. The total number of farmers in Iraq is 
estimated at 750,000-1,000,000. Thomas Balogh, 
Policy of Economic Development in Iraq (Baghdad, 
Iraq: Al Thaqafa Aljedida Bublicalion, 1958), pp. 
70-71. (Assistant and Translator, Mohammad Has- 
sen Salman, Arabic.) More recent estimates of the 
number of farmers are given in The Iraqi Revolu- 











74 LAND ECONOMICS 


Land settlement in the postwar era 
started as a demonstration and experi- 
ment and depended to a large extent on 
United Nations’ recommendations and 
other foreign advice. Such agencies con- 
tributed much assistance in the research 
and technical fields of land reclamation, 
soil preservation, rural development and 
flood control. This form of assistance 
could serve as a bench mark for policy 
makers but should not be expected to 
solve the basic problems of land tenure 
and the maldistribution of income and 
wealth in the country. 

Like the other countries of the Middle 
East the concentration of agricultural 
wealth in Iraq so far has proved neither 
to be a source of blessing nor has it been 
conducive to growth and economic de- 
velopment.** Whatever increase in social 
wealth that has occurred originated 
mainly in the governmental sector and 
was financed by public revenue, especial- 
ly the increasing oil revenue. The con- 
centration of land ownership may in- 
deed be considered one of the main 
sources of economic and political insta- 
bility and the major means for abuse of 
‘the fellahin that compose the larger 
segment of the population. According to 
Salter: 


tion in Its Second Year, issued by the Higher Com- 
mittee for the Celebration of the 14th July Revo- 
lution (Baghdad: The Times Press, 1960), p. 255. 
The number of landless farm workers is given as 
1,400,000. This is in addition to another three mil- 
lion living in the rural areas without a permanent 
source of income. No more elaboration is made as 
to the total population of the country or to the 
breakdown of these figures. As to the size of owner- 
ship in the pre-revolution era the following are 
reliable estimates: 3,619 individuals owned estates 
ranging from 1,000-1,000,000 donums (one donum 
equals .618 acre). The total area owned by these 
individuals estimated to be 18 million donums, in- 
cluding 6 million donums owned by only 272 
individuals. The total area of the privately-owned 
arable land was estimated at 22 million donums. 

*“Middle Eastern Countries where inequality 
[in income] is greatest are among those with the 
lowest rate of capital formation. All or most gets 
spent.” Galbraith, op. cit., p. 81. 


“The great water scheme, the dams, reser- 
voirs, main irrigation works and the main 
drainage outfalls, etc., are being constructed 
wholly at the expense of public revenue de- 
rived from oil royalties which belong to the 
whole country, not to any one section of it. 
These water schemes will of course increase 
the productivity of the land and, therefore, 
its value—to an extent that in time will 
equal—and indeed ultimately exceed—the 
cost. It is not unnatural that sections of the 
community should regard it as unjust that 
one section, already more privileged than 
others, should now be further enriched to 
such extent at the public expense, and 
should resent a policy which would have 
that effect. They may well have an ultimate 
power which is altogether out of proportion 
to their present representation in Parlia- 
ment and their ability to influence legisla- 
tion by constitutional means. It is this 
contrast between immediate and potential 
power that constitutes the danger and the 
difficulty of the problem.”** 


The retardation of total demand cre- 
ated by maldistribution of income and 
the concentration of wealth hinders the 
growth and productive capacity of the 
country by restricting consumer markets 
and the investment opportunities. ‘There 
was relatively little investment even in 
land. Irrigation was provided through 
public funds that obviously served the 
interest of landlords without comparable 
tax collection due to their obstructive 
political power. With minor exceptions, 
even promoting better agricultural pro- 
duction through the use of improved 
techniques in farming and conservation 
and use of machinery and better seed 
and fertilizer was neglected by large 
landlords. This was due mainly to ignor- 
ance and lack of enterprising spirit, as 
these types of investment would obvi- 
ously increase the value of land and 
bring higher income to the landowner. 


J. A. Salter, The Development of Iraq: A Plan 
of Action (London, England: Caxton, 1955), pp. 


54-55. 
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Furthermore, the low pressure of pop- 
ulation on agricultural land in Iraq does 
not stimulate the incentive to increase 
the productivity of land, as in the case 
of Egypt where the scarcity of cultivat- 
able land is a limiting factor. The land 
was considered as a source of income 
only; the protection of the ownership 
right could be done by political maneu- 
vering in Baghdad. This led to the 
widening of the gap between the land- 
owner and the farmer and increased the 
consciousness of the conflict of interest 
between the farmers and their landlords. 

Adjusting measures could have been 
used through democratic institutions 
that would restore the social balance by 
provision of appropriate means for re- 
solving the conflicting interests and fa- 
cilitating the processes of social change. 
An effective measure is possible through 
the state’s taxing power to level the exist- 
ing disparities in income and wealth and 
bring more harmony between the diverse 
social groups. High taxes on land can 
induce higher production and the diver- 
sion of private land to the state owner- 
ship in case of default. When the tax 
power or some other appropriate meas- 
ures are not used and the pressure of 
the social conflicts continue to increase, 
something has to give and instability of 
the social order may be the outcome. 


The New Agrarian Reform Law 


The change in the political regime in 
Iraq on the 14th of July, 1958 and the 
declaration of the Republic of Iraq, in- 
troduced a new Agrarian Reform Law.” 
An observer of contemporary history of 
Iraq would recognize that this revolution 
was but the most serious of a series of 
unrests and uprisings largely attributable 





** The Agrarian Reform Law No. 30 of 1958, 
signed on September 30, 1958. 


(in addition to other political factors) to 
the prevailing old land tenure and in- 
equitable ownership and income.” 
Whatever is said at this stage about the 
future change of the agrarian system in 
Iraq is necessarily of a speculative nature. 
Its objectives and driving force are po- 
litical to a great extent. It may take 
some time for things to settle down so as 
to make meaningful any appraisal of the 
economic impact of the agrarian reform. 
The political and social influence of the 
landlords cannot disappear overnight 
and the redistribution of land may face 
different degrees and types of difficulties 
and resistance before it becomes an 
accepted rule.” 

The historical and economic back- 
ground and the agrarian structure dis- 
cussed above, however, have pointed to 
the trend of events and indicated the 


“Three characteristic features distinguish the 
agrarian problems in Iraq: the high percentage of 
State land; the extreme polarization in the distribu- 
tion of private land property; and the serflike posi- 
tion of the Iraqi fellah.” Gabriel Baer, op. cit., p. 
381. 

*%In the introduction of the Agrarian Reform 
Law the first objective is stated as abolition of the 
feudalism as a way of production and as a colonial 
asset, and destruction of the political influence en- 
joyed by feudal lords as a result of their large land 
ownership. This influence was used in directing the 
political system in accordance with their (land- 
owners) interests in addition to the colonial interest 
—an influence that interfered with the government 
administration. All this is done to make it possible 
to use the governmental machinery in accordance 
with the public interest. 

*On March 3, 1958, the northern province of 
Mosul, where the chiefs of strong nomad tribes of 
Shammer own a vast area of land, was chosen as 
one of the areas where the Land Reform Law would 
be enforced. On the 8th of the same month, there 
was an armed uprising in Mosul. The Associated 
Press correspondent wrote on March 18, 1958: “[The 
leader of the revolt] was encouraged by Sheik Agil, 
lesser sheiks and wealthy city merchants who also 
are absentee landlords of farm lands tilled by the 
peasants. They are said to have been provoked to 
force by the government’s attempt to put into effect 
an Agrarian Reform Law decreed by Premier Kas- 
sim last fall, two and a half months after the revo- 
lution that overthrew the Iraq monarchy. For 
centuries, most of Iraq’s farm land has been owned 
by landlords who took up to nine-tenths of the 
crop.” The New York Times, March 18, 1959, p. 4. 
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urgent need for a basic and deep-rooted 
agrarian reform that would emancipate 
the fellahin and release the economic 
potentialities of the country for further 
progress.*° The new Agrarian Reform 
Law can be considered in this respect a 
step forward in solving the chronic 
agrarian problem in Iraq which sets the 
stage for further social and economic im- 
provements. On the other hand, if this 
law were extensively applied it would 
entail a considerable amount of social 
and economic costs. Let us first take a 
look at the important and relevant parts 
of the new program, then attempt to 
make an appraisal of its significance and 
its expected effect on the economy. 


The Main Objectives and Features 
of the New Law 


The Agrarian Reform Law is de- 
signed: (1) to raise the standard of living 
of a major segment of citizens—the peas- 
ants—and to provide for the raising of 
their social standards and (2) to raise the 
level of agricultural production in the 
country as a major component of a grow- 
ing national income. For an achievement 
of these objectives there would be a 
ceiling on land ownership. The land will 
be distributed to the peasants so as to 
secure a minimum and decent level of 
living for the farm family. The establish- 
ment of cooperative systems at different 
levels of the agricultural production is 
required in order to provide for the use 
of modern, scientific, and technical 


* Professor Warriner visited Iraq in the spring and 
winter of 1955, and showed great insight in her writ- 
ings about the Middle-East economic problem. In 
the case of Iraq, she indicated the needs for drastic 
changes in the agrarian structure, “without an ex- 
propriation of the very large land holdings, no legis- 
lation can succeed, for the problem of reform is a 
problem of political power. Iraq needs serf emanci- 
pation. Some have believed, or pretended to believe, 
that evolutionary reform is possible by settling farm- 
ers on state lands to be developed under the new 
irrigation scheme.” Warriner, op. cit., p. 157. 


methods of production. The regulation 
of the economic and contractual rela- 
tionships among the factors of produc- 
tion in agriculture is required so that 
each factor may receive a fair share. 
The maximum of personal holdings in 
land, whatever title it has, is limited to 
1,000 donums (618 acres) in irrigated 
land, or 2,000 donums in rainfall land.** 
Companies and agricultural societies are 
allowed to hold more than the maximum 
area in non-cultivated land for the pur- 
pose of reclamation and development. 
The excess is to be seized by the govern- 
ment within the ensuing five years, 
starting with the largest of holdings. The 
owners are to be compensated for their 
seized land by a value equivalent to the 
price of similar land, plus the estimated 
value of the immovable property and 
trees, minus the estimated share of the 
farm hands and planters in existing trees 
that will be retained on the land. Com- 
pensation shall be paid in three-percent 
government bonds, redeemable within a 
period of not more than twenty years. 
Date and terms of redemption and 
circulation of these bonds shall be 
promulgated by government ordinance. 
Also within a five-year period the 
seized lands and the state land will be dis- 
tributed among the fellahin so as to pro- 
vide each recipient with a holding of not 
less than 30 donums and not more than 
60 donums (about 19 and 39 acres re- 
spectively) in irrigated land. The size of 
the holdings distributed would be 
doubled in the rainfall areas. The re- 
cipient has to be an Iraqi farmer by oc- 
cupation. First priority shall be given to 
those who actually cultivated the re- 
distributed lands as tenants, partners, or 
cultivators; then to those farmers re- 





The unit of area used in Iraq is meshera or 
donum which is equal to .618 of an acre or .25 
hectare. 
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siding in the same area and supporting 
the largest family with the least income; 
then to non-residents. 

The price paid by the new owners for 
the seized land, would be based on the 
compensation for the seized land, plus 
three percent annual interest, plus twen- 
ty percent of the total value to defray the 
distribution and administrative expenses. 

All agricultural lands granted by 
Tapu or by Lazma rights (which are ex- 
posed to seizure) will be considered state 
lands (Miri Sirf land) and could be 
seized without compensation, if the 
owner is proved to have failed to culti- 
vate them himself, or through others, 
during three years preceding the en- 
forcement of the Agrarian Reform Law, 
or to have left them uncultivated for a 
period of one year or more after enforce- 
ment of this law and without any 
legitimate excuse. 


Agricultural Cooperative Societies 


Farmers who have taken over the req- 
uisitioned land in each area are re- 
quired by law to join an Agriculture 
Cooperative Society constituted in that 
area. The Society may include other 
members who own non-distributed land 
in that area, not exceeding in size the 
maximum prescribed limit of distribu- 
tion. The functions of the cooperative 
societies are: (a) to obtain agriculture 
advances for members; (b) to provide 
the farmers with seed, fertilizer, cattle, 
agricultural machinery, storage and 
transportation means; (c) to organize the 
cultivation and exploitation of land in 
the most efficient manner, including the 
selection of seed and the grading, com- 
bating pests, and digging canals and 
drains; (d) to market the principal crops 
on the behalf of their members and keep 
their accounts; (e) to render all other 
agriculture and social services in the in- 


terests of their members. The Agricul- 
tural Cooperative Societies will be under 
the supervision of an official selected by 
the government. All these societies will 
participate in the formation of a general 
cooperative society and federation. 


Organization of Agricultural 
Relationships and Contracts 


The existing tenancy contracts and 
agreements are secured by law for at 
least the next three years following the 
enforcement of this law. Future contract 
terms would last for a minimum of three- 
year periods also. Tenancy relationships 
between the landlords and farmers are 
regulated by this law so that the owner 
provides the lands with irrigation water, 
whether by pump or free flow, to the 
border of the farm. The farmer is re- 
sponsible for: (a) plowing in case of ab- 
sence of owner tractors; (b) harvesting, 
collecting, transporting to barn, thresh- 
ing and preparing the crop for the 
market in case of lack of machinery to 
perform some of these duties; (c) pro- 
viding all other labor needed in agri- 
cultural production in accordance with 
the prevailing technique. Management, 
seeds and fertilizer are to be provided by 
the landlord in the irrigated land and by 
the farmer in rainfall land. Responsi- 
bilities and their remunerations could 
be exchanged by agreement between 
landlords and farmers. The income share 
for each productive activity is prescribed 
percentage-wise by law. 

Each year a minimum wage rate pay- 
able to agricultural workers will be de- 
termined and announced by a special 
5-member committee, composed of a 
government official (as head), two mem- 
bers representing the landlords, and two 
other members representing the agri- 
cultural workers. The agricultural work- 
ers are eligible to form their own unions 








78 LAND ECONOMICS 


and, for the first time in Iraq, to protect 
their interests by collective bargaining. 


Economic and Social Implications 
of New Land Reform 


The main features of the agrarian re- 
form are an arbitrary ceiling on the size 
of property in land and the setting of a 
more equitable system of ownership and 
operation for both the landlords and 
new owners. Except for the classifica- 
tion of land into rainfall and irrigated 
land, no explicit consideration is given 
in the text of the law to differences in 
fertility of soil, location, and/or different 
levels of management skill. However, 
these problems are partially considered 
in the process of land distribution to 
the new owners within the limits of 19- 
39 acres and according to the established 
priority system. It is known that in a 
free and competitive system the produc- 
tive unit tends to operate at an optimum 
size where the product would be maxi- 
mized at a least cost. These economic 
advantages seem to be sacrificed in this 
case in the interest of political expedi- 
ency, formal equality of distribution, and 
quick decision. It is also prescribed by 
“law” what should be the specific pro- 
ductive service rendered by farmer and 
landlord and what would be the remun- 
eration for each type of the services out 
of the total income. There appears to be 
an artificial rigidity introduced in the 
working of the economic system through 
this land reform program. 

However, the land system in Iraq was 
neither free nor competitive. ‘The choice 
actually is between maintaining exces- 
sive holdings (supposedly beyond the 
optimum size) inefficiently and indirectly 
operated by absentee landlords who pro- 
vide only a minimum level of productive 
investment and the creation of small 
owner cultivatorships potentially more 


productive and stable. The small owner- 
cultivator receiving the fruits of his labor 
may have more incentive to increase his 
output and improve his crops and live- 
stock. It is also a choice between exces- 
sive exploitation of one factor of pro- 
duction (labor) by the owners of the 
other factors (capital and land); and pay- 
ing it much less than its share as payment 
for its contribution in production, on 
one hand, and a somewhat arbitrary 
system of income distribution mortgaged 
by political and social considerations 
that tends to restore more equality of 
return among the factors of production, 
on the other hand. It must be pointed 
out that the economic framework that 
involves limitations on the size of hold- 
ings, forcing an arbitrary allocation of 
the resources and distribution of in- 
come, cannot be taken as a permanent 
rule (but only as a transitory solution) 
if further progress is to be anticipated. It 
is basically an attempt at reorganization 
of the economy. The short-run outcome 
best hoped for is the restoration of more 
balance among the social classes where 
the laborer and farmers would have rela- 
tively higher economic and social status 
and would be allotted a larger share of 
the national income and more bargain- 
ing power. In the long run there is a 
potential increase in the efficiency and 
productivity of the farmer as a result of 
the expected higher level of incentives 
and standard of living. 

Some of the results of the agrarian re- 
form in Iraq during the two years of 
existence of the new republic are stated 
in the following accounts: (a) The num- 
ber of landlords who have reported that 
their land estates exceeded the legal ceil- 
ing was 3,253. Out of this number, 1,147 
landlords owning 7,580,212 donums 
were announced to be subjected to the 
Agrarian Reform Law. The Ministry of 
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the Agrarian Reform actually expropri- 
ated the lands of 256 landlords owning 
2,307,618 donums. (b) This Ministry is 
now managing large areas of state land 
(Miri). The total area supervised by the 
temporary Agrarian Reform Admini- 
stration amounted to 4,650,711 donums, 
all of it leased to 137,292 peasants. (c) 
The Iraqi government decided to delay 
an immediate and large-scale land distri- 
bution until provisions for the solution 
of such financial and technical difficul- 
ties as irrigation and drainage systems, 
topographic survey, model villages and 
cooperative societies are made. For the 
time being the emphasis seems to be on 
expropriation of large holdings and 
renting the expropriated land to landless 
peasants. On July 14, 1959 some 2,207 
peasant families received titles to 444,442 
donums of arable land and orchards. A 
plan was set to distribute another 3,077 
units amounting to 234,802 donums and 
to build 35 model villages during the 
period ending April 1960. In addition, 
the distribution of 258,557 donums to 
2,500 families and building up of 23 
villages were planned in Kut Province 
and another 785,429 donums in seven 
provinces were considered for distribu- 
tion by the end of September 1960.** 
Redistribution of land, more secure 
tenancy, and minimum wages, important 
as they are, will not go far toward in- 
creasing the productivity and raising the 
income and standard of living of the 
farmer without safe provision for credit, 
market facilities, and better land utiliza- 
tion. It may indeed decrease the total 
and per capita income and production 
for some time to come if large-scale re- 
distribution is carried on in this country 
and no effective provision is made to re- 
store the production process that is dis- 





® The Iraqi Revolution, op. cit., pp. 256-257. 


rupted by the radical and sudden changes 
in the economic and social order.** For- 
merly, landlords provided seeds and a 
certain level of management directly or 
indirectly through their agents. The 
ability to make wise decisions and to 
comprehend the over-all picture of 
farming problems could not be expected 
from a peasant who is suddenly elevated 
from the status of semi-serf to a level of 
responsible land owner. There is also the 
tendency to reduce the total man-hours 
supplied by the farmers as a result of 
higher income, or what the economists 
call the “income effect.” The creation of 
an efficient and well organized coopera- 
tive system under government super- 
vision is conceived to be the answer in 
this case. Such a system is resorted to in 
order to compensate for some of the 
advantages of previous large-sized hold- 
ings (such as provision for seed and 
credit) and to minimize the inadequacies 
and inefficiencies of the new owners. 
This is in addition to the other economic 
and social purposes that the cooperative 
societies could serve. However, this basic 
aspect of land reform does not seem to 
be progressing at the same rate as land 
expropriation and distribution. Farmers’ 
Societies were established soon after the 
enactment of the reform law. The obvi- 
ous lack of experience in collective work 
and the atmosphere of excitement di- 
rected the activities of these societies 
toward politics rather than production. 
The government responded by enact- 
ment of the Farmers’ Societies Act (No. 
129, 1959) that defined such societies as 





3 Actually there was a drop in the main crops 
produced in Iraq during the years 1958, 1959. The 
reduction was partially due to the political upheaval 
and the abandonment of estates by some of the land- 
lords, but also to the especially bad weather condi- 
tions and heavy sandstorms. See Foreign Agricul- 
ture, United States Department of Agriculture: For- 
eign Agriculture Service, Washington, D.C., May 
1960, p. 14. 
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professional organizations aiming at 
raising the level of the fellahin with re- 
gard to agriculture and the production 
problems. The government required the 
Farmers’ Societies to establish agricul- 
tural cooperatives. Agricultural credit, 
seeds and technical aid are to be pro- 
vided by the government. The Farmers’ 
Societies would cooperate with the au- 
thorities in distributing irrigation water 
and combating pests.** 

According to The International Bank 
for Reconstruction and Development, 
“Under existing conditions cooperatives 
will not, however, be organized sponta- 
neously by the farmers themselves. ‘They 
will need the impetus, assistance and 
supervision of the government. The co- 
operative is a rather advanced form of 
social organization and can therefore be 
expected to develop only at a slow 
rate.”*> The seized land, in accordance 
with the Agrarian Reform Law, is not 
free of charge and should not be. Pay- 
ments for the extensive benefits received 
from acquired property should be re- 
quired as a matter of general principle. 
Non-payment would unduly widen the 
disparity between economic status of 
those farmers who have the chance of 
new ownership and others.** A moderate 
path is pursued by the present govern- 
ment in Iraq. The excess above the max- 
imum holding, and government Miri 
Sirf land have to be compensated for by 
farmers’ indirect payment through 
twenty-year government bonds bearing 
three-percent interest. 

Actually, these bonds could serve an 
important purpose as a source of invest- 
ment for economic development by both 
government and former landlords. The 





* Alahali, September 28, 1960, p. 1—Arabic. 

% The Economic Development of Iraq op. cit., p. 
262. 
% Ibid., p. 16. 


confidence and cooperation of the for- 
mer landlords could be restored and 
their income losses, incurred because of 
land distribution and future inflation, 
would be replaced. The terms of re- 
demption and circulation of these bonds 
could be negotiated, on application to 
central banks, for purchase of unculti- 
vated land and government stock in in- 
dustrial development projects. Thus, 
land reform would lead to better re- 
allocation of resources by diversion of 
private investments from land and real 
estate speculation to industrial and de- 
velopment projects. The Japanese eco- 
nomic development case originally was 
based on a similar policy of land reform. 
The wealth and capital in land was di- 
verted to make the nucleus for the later 
industrial development.*’ However, in 
the case of Iraq’s economic development, 
the scarcity of capital for investment is 
not a critical and limiting factor. 

Land distribution, rent ceiling, and 
minimum wages for agricultural workers 
—the three outstanding measures intro- 
duced in the Agrarian Reform Law—in 
addition to their political objectives 
would serve mainly to redistribute the 
national income in favor of low-income 
groups and would provide more funds 
for an increasing expenditure on con- 
sumption. The opportunity of invest- 
ment in housing and other producer 
goods would also be enhanced. Thus, 
some of the essential requirements for 
industrial development would be pro- 
vided, i. e., an active demand and wide 
market, especially for consumption goods 
and building materials.* 





3°Cf. V. Webster Johnson and John A. Metcalf, 
“Land Distribution and Industrial Growth,” Land 
Economics, May 1953, p. 158, and also the follow-up 
article of Irving I. Kramer on the Japanese Case, 
ibid., November 1953, pp. 314-322. 

In three years of agrarian reform in Egypt, the 
consumption of textiles increased to such an extent 
that the number of the mechanical looms have in- 
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Because it is basically an agricultural 
country, which is also sparsely populated, 
Iraq should lay the greatest emphasis on 
increasing the level of productivity in 
the agricultural sector. The increase 
in productivity should have priority in 
time and effort over alternative plans. 
The reasons for this priority include the 
fact that the majority of population is 
already engaged in agriculture. A second 
reason is that some increase in agricul- 
tural productivity does not incur high 
cost. Such measures as improved knowl- 
edge in seed selection, soil conservation, 
crop rotation, the use of fertilizers, live- 
stock feeding, fighting insect pests and 
many similar measures could be taken 
with much less cost for the same amount 
of increase in the national income than 
through industrialization.** The fact that 
there is already an extensive expansion 
in the irrigation projects makes the di- 
version from spending on such projects 
to agricultural production economically 
advisable. Land reclamation could be 
carried at a lower rate than before and in 
accordance with the expected growth in 
population. Population growth may later 
assume a higher rate with an expected 
higher standard of living and improve- 
ment in general health and education. 
But this should not be a serious problem 
in Iraq. Besides the expected increase in 
productivity in agriculture the present 
area of approximately 3,200,000 acres 
irrigated by the Euphrates and Tigris 
could be doubled by water storage and 
canalization.*° 


creased by 40,000 units. The mechanical spinner has 
also increased by 15 percent. Hassan A. Dawood, 
“Agrarian Reform in Egypt: Case Study,” Current 
History, June 1956, p. 338. 

*® Rangar Nurske, Problems of Capital Formation 
in Underdeveloped Countries, (Oxford, England: 
Basil Blackwell, 1953), p. 52. 


The availability of sizeable capital 
funds originating from oil revenue makes 
an intensive investment in agriculture in 
the present time recommendable. Drain- 
age, housing, farm machinery, storage, 
roads and other marketing facilities, vo- 
cational training, public health, and 
education could be either directly fi- 
nanced by government as parts of 
its development program, or indirectly 
through credits and loans. These proj- 
ects, in addition to their contribution to 
higher national income, would provide 
a short- and long-run opportunity for in- 
dustrialization in form of increasing de- 
mand for manufactured goods and 
increasing labor surplus. An increasing 
labor force resulting from an increase in 
agricultural productivity makes the de- 
sired large-scale industrialization pro- 
gram more feasible. More labor could be 
released from agriculture because of in- 
creased food production that would be 
sufficient to feed those who remain in 
the agricultural sector and afford enough 
surplus for labor in the industrial sector. 
The key plan for investment in Iraq 
should be directed toward human re- 
sources. The majority of people now are 
living directly or indirectly on the 
produce of land that is not utilized fully 
or adequately. The good fortune of this 
country in having an abundant oil reve- 
nue should serve the interest of this ma- 
jority through raising the level of their 
living. All other plans and programs 
should be complementary and subordi- 
nate to this prime objective. 


“United Nations Conciliation Commission for 
Palestine, Final Report of the United Nations Econ- 
nomic Survey Mission for the Middle East, Part II 
(Lake Success, New York, 1949), p. 31: also cited by 
Said Himadeh in Middle East Journal, Summer 
1951, p. 270. 








Reports and Comments 


Zoning Boards: In Theory and In Practice 


A HOST of experts on zoning operations 
in government have bitterly accused 
Boards of Appeal of being law violators, 
undoers of zoning and a wide variety of 
other wrongdoing.t Are they a_ special 
brand of miscreants? 

Consider, for example, the charges of a 
distinguished planner, Hugh Pomeroy, the 
Executive Director of the Westchester 
County Planning Department in New 
York State.2 He has said that they often 
undermine confidence in the integrity of 
the zoning plan. Even though the Board’s 
improprieties might not greatly affect land 
use and density, “disintegration” of the zon- 
ing plan should not be allowed, Pomeroy 
has written. He has been appalled that 
these Boards considered themselves to be 
vested with the power to dispense special 
favors. Professor Pomeroy has written that 
such action makes Boards of Appeal “law 
violators.” He also is of the opinion that 
these Boards (called Board of Zoning Ad- 
justment in some jurisdictions) should not 
have any responsibility which is legislative 
- in nature. He continues: “It is especially 
important for the Board of Appeals to un- 
derstand that relief cannot be granted un- 
less the difficulty is substantial. Merely an 
opportunity for the applicant to make a 
greater financial return from his property 
does not itself provide any justification for 
granting such adjustment. .. .” 





1See, for example, Hugh R. Pomeroy, “Losing the 
Effects of Zoning through Leakage,” Planning and 
Civic Comment, October 1941, p. 9; “The Place of 
the Planning Commission and Board of Zoning Ap- 
peals in Community Life,” Vanderbilt Law Review, 
1955, pp. 801, 803; Edward H. Gaylord, “Variances, 
Exceptions and Conditional Uses Permits in Cali- 
fornia,” University of California Law Review, March 
1958, p. 196; “Administration of Zoning Variances in 
20 Cities,” Public Management, 1948; Walter 
Blucher, “Is Zoning Wagging the Dog?”, Planning, 
1956, pp. 96, 100; and Note, University of Pennsyl. 
vania Law Review, 1955, p. 516. 

? Hugh R. Pomeroy, ibid. 





Historical Review 


Recognizing, as Justice Holmes did, “that 
a page of history is worth a volume of 
logic” our analysis begins with the first 
period of zoning, roughly the period be- 
tween the two world wars, for the ideas 
of that interval to a large extent control 
now. 

To remedy land use headaches that re- 
sulted from each real property owner’s at- 
tempt to maximize his profit, a simple cure 
was prescribed. Dangerous and annoying 
land uses would be allowed but segregated. 
Through use-zoning harm would be mini- 
mized. This cure was deemed more potent 
than the nuisance doctrine and protective 
covenants. Zoning became the major tool 
of American planning. 

The triumph of the zoning patriarchs 
can be explained as follows: The early acts 
and ordinances were drafted with lawyer- 
like caution. They were simple (possibly 
too simple). To the owner who felt that his 
vacant lot was unique and could not be 
developed properly if the zoning were fol- 
lowed, an administrative remedy was given. 
He might get a variance from the strict let- 
ter of the ordinance upon a showing of 
“undue difficulty or unnecessary hardship.’”* 

The administrative remedies, variance 
and the special exception, were legislative 
attempts to resolve the conflict between the 
private property owner’s right to use it as 
he pleased and the community’s power. The 
aim was to afford necessary flexibility, an 
objective that from the beginning has been 
a central theme. Further, because of confis- 
catory* cases which might come under zon- 
ing ordinances, the variance was deemed to 


3 William L. Weismantel, “Zoning, A Space Fight 
With a Bright Future,” St. Louis University Law 
Journal, vol. 2, 1952-3, p. 215. 

‘This was acknowledged by an early writer, Frank 
Williams, in Law of City Planning and Zoning 
(New York, New York: The MacMillan Company, 
1922), p. 282. 
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be a safety device to impart to the enabling 
acts a constitutional validity.5 

Recognizing that it is almost impossible 
to draft ordinances that deal equitably with 
all zoning situations, administrative boards 
were established throughout the nation. 
Therefore the primary raison d’etre of zon- 
ing boards was and is to handle “hard 
cases” in such a way as to minimize the 
possibility of their reaching the courts (and 
endangering the ordinance as a whole) or 
being turned into requests for amendment 
of the ordinance.® 

Generally these boards are still deemed 
to be of a judicial nature and having fact- 
finding and discretionary powers.’ Many 
have followed the zoning leader, Edward 
Bassett, and repeated after him that since 
the boards are not legislative bodies they 
are not at liberty to decide what is best for 
the community.’ 

Despite the complaints of their opera- 
tions? these Boards have flourished. For 
more than thirty years courts have been 
trying to formulate rules restraining them. 
Without completely describing and an- 
alyzing these rules?® it must be pointed out 
their consistency and certainty are more 
apparent than real. I cite one example of 
many: Generally courts regard the appli- 





5 Cf., Protomastro v. Board of Adjustment, 137 
N.J.L. 250, 59 A. 2d 644 (Supreme Court 1948); 
Harvard Law Review, December 1948, p. 327. 

*Philip P. Green, “The Power of the Zoning 
Board of Adjustment to Grant Variances from the 
Zoning Ordinance,” North Carolina Law Review, 
1951, p. 246. 

™Eugene McQuillin, Municipal Corporations 
(Chicago, Illinois: Callaghan & Co., 1955), pp. 434— 
436 


* Another constitutional apprehension (in addi- 
tion to avoiding the charge of confiscation)—the rule 
against the delegation of legislative power—explains 
the minimization of the Board of Appeal’s role as 
an adjunct of the legislative body and as a partici- 
pant of the legislative process. The consequent ac- 
centuation of the Board’s “judicial” nature has often 
confused analysis. This is discussed further in a sec- 
tion of this paper. 

® Statistics of the following sort are often used to 
demonstrate the inadequacies of Boards of Zoning 
Adjustment such as (a) in Cincinnati, during the 
period 1926-37, out of 1940 applications 1493 vari- 
ances were granted, and (b) in Philadelphia from 
1933-37, 4000 variances were granted out of 4800 
requesis. 

* For a detailed analysis of these rules see, Stephen 
Sussna, “Undue or Unnecessary Hardship and the 
Granting of Variances,” New Jersey Law Journal, 
February 12, 1959, pp. 5, 6. 
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cant for a hardship variance with disfavor, 
since the claimed hardship could have been 
avoided by not purchasing the land. But 
is this consistent with the rule that the 
granting of a variance depends on the na- 
ture of the property rather than its owner? 

The increased percentage of zoning con- 
tention as time advances does not connote 
that our thinking about Boards of Appeal 
is perfect. Surely it is questionable whether 
the citizens who compose these local admin- 
istrative agencies should be singled out 
individually and collectively as special mis- 
creants. Analysis indicates that much more 
is involved. 


The Impact of Euclidean Zoning 


Actually we have been moving away from 
what Professor Haar of the Harvard Law 
School has termed Euclidean zoning for 
some time (referring of course to the zon- 
ing sanctioned by Euclid v. Ambler). Post 
World War II technology has been a fac- 
tor in accelerating the demand for more 
flexible land use control than the Euclid- 
ean use, height, and bulk rigidities. Per- 
haps the classic Euclid v. Ambler decision 
was obsolete when written in 1926. Perhaps 
the various sins of zoning Boards—granting 
variances without “undue hardship,” etc. 
have resulted from conceptual inadequa- 
cies. 

From the beginning these Boards have 
been bedeviled with such amphorous pro- 
nouncements as “practical difficulties or 
unnecessary hardships” or references to the 
“spirit” or “general purpose and intent of 
the ordinance,” or to “public welfare” and 
substantial justice.* We recall that Ameri- 
can legislatures are often unable or unwill- 
ing to enact a clear policy directive for 
agencies of this type. A statute that is the 
result of legislative dissension and impreci- 
sion will not make for a clear course for a 
Board of Zoning Appeal or for any other 
administrative body. Further this kind of 
statute, which is all things to all men, can 
be intentional. It is also probable that the 
broad standards may be due to the legisla- 
tive belief that something should be done 





Some courts (in Maryland and Illinois) have 
held these statutory standards to be invalid because 
of their vagueness: for example, Sugar v. N. Balti- 
more Methodist Episcopal Church, 165 Atlantic 703 
(1933) and Welton v. Hamilton, 176, N.E. 333 
(1931). 
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but exactly what should be worked out by 
the administrative agency within limits. 
The growth of administrative rule-making 
and administrative adjudication has re- 
sulted in part because of the inability of 
legislative bodies to legislate with preci- 
sion.!* These perilous standards certainly 
have not helped curtail the frequent com- 
plaints against Zoning Boards. 

Analysis of Zoning Theory Rigidities 

Consider as examples of zoning imper- 
fection the following: Certainly variances 
and spot-zoning have had good results as 
well as bad. The non-conforming grocery 
may very well be more beneficial than a 
conforming use. To be a worthwhile tool 
of rational planning, zoning has to do 
much more than create socio-economic 
walls. It has to recognize our changing 
technology. Professor Perkins, a Philadel- 
phia planner, discussing a use generally 
deemed to be the most incompatible to resi- 
dences, states: “Of course all industries 


have not yet, and perhaps because of the 
nature of their processes, cannot even at- 
tain the status of good neighbors in a resi- 
dential area. But certainly many have and 


this fact should make us reconsider our 
hidebound attitudes.” 

Less hidebound outlooks are illustrated 
in the two following New York cases. In 
Rodgers v. Village of Tarrytown,’ the 
question arose whether the zoning ordi- 
nance was valid because in proclaiming a 
residence B-13 district (garden apartments) 
it set no boundaries for the new district 
and made no changes on the building zone 
map. Judge Fuld wrote that: “.. . since the 
ordinance merely prescribed specifications 
for a new use district, there was no need 
for it to do either one or the other. True, 
until boundaries are fixed and until zoning 
map changes are made, no new zone actu- 
ally comes into being, and neither prop- 
erty nor the rights of any property owner 
are affected. But it was not the design of the 
board of trustees by that enactment to 
bring any additional zone into being or to 


2 Leonard D. White, Introduction to the Study of 
Public Administration, (New York, New York: The 
MacMillan Company, 1954), p. 498. 

%3 Coleman Woodbury, Ed., The Future of Cities 
and Urban Redevelopment, (Chicago, Illinois: Uni- 
versity of Chicago Press, 1953), pp. 32-39. 

4 302 New York 115, 96 N.E. 2d 731 (1951). 


affect any property or rights; the ordinance 
merely provided the mechanics pursuant to 
which property owners might in the future 
apply for the redistricting of their property. 
In sum, the... amendment was merely the 
first step in a reasoned plan of rezoning 
and specifically provided for further action 
on the part of the board. 

“Therefore, we see that the village plan- 
ning board was empowered to approve such 
amendments and, in case such approval was 
withheld, the local governing body was 
authorized to grant it. The ordinance set 
up exacting standards of size (10-acre mini- 
mum) and physical layout for garden apart- 
ment districts. The court concluded that 
the charge of the illegal spot zoning was 
within substance, since the planning board 
would determine, in each case, whether the 
approval of an amendment to permit crea- 
tion of a garden apartment district ‘accords 
with the comprehensive zoning plan and 
benefits the village as a whole’.” 

In Church v. Town of Islip® the New 
York Court of Appeals reviewed the rezon- 
ing of a corner lot on a main street from 
residence A to business. Conditions were 
imposed on the owner requiring him to exe- 
cute and record restrictive covenants as to 
the maximum area that the buildings were 
to occupy, and as to screening. The basis 
of the attack was the statutory requirement 
that zoning be in accord with a comprehen- 
sive plan. It was alleged that this rezoning 
was illegal “contract zoning” since the 
change was subject to special conditions 
imposed on this particular property alone. 

Writing for a divided court, Judge Froes- 
sel upheld the validity of the ordinance. He 
wrote: “Surely these conditions were in- 
tended to be and are for the benefit of the 
neighbors. Since the Town Board could 
have, presumably, zoned this . . . corner for 
business without any conditions, we fail to 
see how reasonable conditions invalidate 
the legislation. Since the owners have ac- 
cepted them, there is no one in a position 
to contest them. . . . To meet increasing 
needs of Suffolk County’s own population 
explosion, and at the same time to make 
as gradual and as little of an annoyance as 
possible the change from residence to busi- 
ness on the main highways, the Town 


* 8 New York 2d 254 (1960). 
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Board imposes conditions. There is nothing 
unconstitutional about that.” 

If the general welfare can be promoted 
by having “mixed” land uses that are com- 
patible, what happens to Euclidean zoning. 
Perhaps use restrictions of many ordinances 
have become a coarse sieve,?® since the “‘gen- 
eral welfare” can be promoted as well or 
better than by the use of Euclidean zoning 
and its accoutrements. Yet the fact that we 
can now to a considerable degree scientifi- 
cally measure and analyze the consequences 
of different neighboring land uses, does not 
mean that lagging attitudes are disappear- 
ing. So far no trumpet to tumble down all 
the walls of Euclidean zoning has been 
sounded. 

Even though statutes throughout the na- 
tion require that zoning be in accord with 
a comprehensive plan, the vast majority 
of zoning ordinances are not the end-prod- 
ucts of thorough, objective planning.*” For 
the most part we have zoning without plan- 
ning and the prospects for zoning based on 
dispassionate, comprehensive planning on 
a bigger scale do not seem to be very near. 
It may be that because of the nature of our 
society we are likely to have zoning that is 
based on essentially individualistic, piece- 
meal minimal planning. 

It was recognized from the very inception 
of zoning that some persons may be ex- 
empted from the strict requirements of the 
ordinance. But such police regulations as 
building codes and health codes demand 
absolute compliance.1® Is the reason for the 
distinction that the threatened risk that 
zoning seeks to prevent is more indirect and 
speculative. Members of Boards often justi- 
fiably feel that the requirements of a zon- 
ing ordinance achieves nothing worth 
achieving.’® 

The simple generalization that these 
Boards are divorced from legislative power 


6 Paraphrasing a remark of New Jersey Supreme 
Court Justice Hall’s dissent in Andrews v. Board of 
Adjustment of the Township of Ocean 30 N.J. 245, 
152 A. 2d 580 (1959). 

Charles M. Haar, Land-Use Planning, A Case- 
book on the Use, Misuse, and Re-Use of Urban- 
Land (Boston, Massachusetts and Toronto, Canada: 
Little, Brown, and Company, 1959), p. 744. 

#8 Horack and Nolan, Land-Use Controls (St. Paul, 
Minnesota; West Publishing Company, 1955), p. 744. 

* Or, to put it in the extreme language of an early 
decision, “zoning is one of the latest examples of 
the interference with private rights upon the claim 
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is highly questionable. The standard ex- 
planations concerning their strict judicial 
nature are misleading. Reviewed from its 
purpose a Board of Appeal does act in a 
legislative capacity. For it does vary or 
modify the strict letter of the ordinance. 
An applicant for a variance seeks a change 
in the existing ordinance, and not a judi- 
cial determination in the sense that the aim 
is to have the ordinance declared invalid. 
If Boards of Appeal are to properly func- 
tion within a sound scheme of zoning prac- 
tice, their essential nature must be explic- 
itly recognized. One writer advocates that 
these agencies act in a legislative capacity 
that is supervised by the legislative body 
itself or by the judiciary.”° 

It is quite possible that it is thinking 
based on an over-simplified notion of sep- 
arated powers that is responsible for the 
difficulty. To understand the gap between 
the theory concerning the functioning of 
Boards of Zoning Appeal and how they ac- 
tually operate, a more careful look at our 
theory of separated powers than is com- 
monly taken is necessary. Notions to the 
contrary notwithstanding, relationships be- 
tween branches of our governmental system 
are intertwined. Even courts participate in 
the legislative process. Despite our allowing 
“the lawyers and judges to grow into some- 
thing like a separate estate of the realm 
and to assume an unrivalled independence 
and power; that (even) courts are integral 
part of government.”?1 

To apply the doctrine of separation of 
powers to the functioning of a Board of 
Appeal and to isolate it along the narrow 
lines that some would is a misunderstand- 
ing of our system of government. I must 
disagree with those who insist on alleged 
judicial exclusiveness for these Boards. In- 
deed each of the three branches of govern- 
ment partake in the powers of the other 
two.2? The very nature of our governmental 





of what is rather indefinitely termed the general 
welfare.” City of Providence v. Stephens, 47 R.I. 387, 
391, 133 Atl. 614, 616 (1926). 

Edward Murphy, “Administrative Change and 
Judicial Relief in Zoning,” Illinois Bar Journal, July 
1958, p. 854. 

*1Max Radin, “Courts,” Encyclopedia of the So- 
cial Sciences (New York, New York: The MacMillan 
Co., 1930), p. 524. 

2 W. W. Willoughby, Constitutional Law of the 
United States (New York, New York: Baker, Voor- 
hees & Co., 1929), p. 1619. 
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boards is a complex combination of execu- 
tive, legislative, and judicial functions. 
Political scientists recognize that they play 
hob with the separation of powers theory.”* 
They are only too familiar with the insti- 
tutional struggle the cause of which is to 
be found in a faulty governmental struc- 
ture, i.e., in the separation of powers and 
the split between the personnel of the 
branches of government. How the powers 
and duties that state enabling legislation 
and local zoning ordinances give to Boards 
of Zoning Appeal are employed, may be 
illustrated by several examples: (1) A zon- 
ing ordinance defines the term “customary 
occupation,” and lists various specific uses 
that are permitted. The Board has to de- 
cide whether to also allow the remodeling 
of a portion of a residence for use as a 
beauty parlor. Here the Board must use a 
complex of powers. (2) Most zoning ordi- 
nances provide that certain specific uses 
may be allowed only with the permission 
of the Board and subject to such conditions 
as the Board may require in order to exe- 
cute the purposes of the ordinance.** 

Since the building inspector must auto- 
matically deny any applicant for a building 
permit for uses requiring a special excep- 
tion, it appears that this is a matter that 
is completely within the domain of the 
Board. However, since the Planning Board 
or Commission is the agency responsible for 
the studies leading towards the adoption 
of the zoning ordinance, the Zoning Board 
is well advised to consult with the Planning 
group. For in addition to investigating 
such matters as the use proposed, sizes of 
structures, and yards, the Board must be 
mindful of the need to impose conditions 
so that the intent of the ordinance may be 
preserved. And although the merit of urg- 
ing the cooperation of the Board with other 
governmental bodies is patent, it must be 
pointed out that this practice is more hon- 
ored in the breach than in practice. 

The proliferation of agencies in the 


33M. E. Dimock and G. O. Dimock, American 
Government in Action (New York, New York: 
Rhinehart & Co., Inc., 1946), p. 565. 

**See, A Guide for Boards of Zoning Adjustment, 
(Nashville, Tennessee: Southern Association of 
State Planning and Development Agencies, 1951), 
pp. 8, 11; Local Planning and Zoning (Albany, New 
York: New York State Department of Commerce,) 
pp. 32-34. 


many disorganized and disintegrated local 
governments hardly makes for integration. 
But the failure of these Boards to fully in- 
tegrate with other governmental units 
should not lead to special criticism. 

However, the fact remains that this theo- 
retically and perplexing administrative unit 
was selected for the function of adjusting 
zoning matters. Notwithstanding its short- 
comings, we must recognize that this type 
of administrative Board has proven par- 
ticularly useful in our public administra- 
tion, especially (1) when the function it 
administers is new and is still controversial; 
(2) when the technique involved has not 
been developed to the point of permitting 
the delegation of the task to a single execu- 
tive; and (3) when broad differences of in- 
terests are evident among the public, thus 
requiring a balancing of representative in- 
terests in a plural body rather than a single 
executive. These three points are directly 
applicable to Zoning Boards. We must also 
recognize that lawyers (who dominate our 
legislative bodies) have a tendency to com- 
pel new organizations into the mold of the 
organization with which they are most ac- 
quainted—courts of law. This explains in 
part why Zoning Boards were early cast in 
an over-simplified judicial role. 

Another fact that deserves more than be- 
moaning is that zoning regulations afford 
opportunities for political favors.2*> What 
must be faced is that public administration 
cannot be immunized against politics even 
if there is a strong urge to do so.”7 


Adjusting Theory To Facts 


We are heading toward a system of zon- 
ing that will give increasing consideration 
to the merits of specific proposals. This 
hardly means that the walls of the Euclid- 
ean zoning will immediately disappear. But 
the relatively cumbersome sets of criteria 
(i.e., the rules pertaining to the granting 
of variances) are being gradually replaced 
by more flexible land use controls (witness 
the spreading popularity of special excep- 


% Albert Lepawsky, Administration (New York, 
New York: Alfred A. Knopf, 1949), p. 575. 

*® Lynton K. Caldwell, The Government and Ad- 
ministration of New York, (New York, New York: 
Thomas Crowell, 1954), p. 162. 

For a more complete treatment of this see, Nor- 
ton E. Long, “Power and Administration,” Public 
Administration Review, Autumn 1949, pp. 257-264. 
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tions or custom-made amendments). It must 
be remembered that this need for flexibility 
was recognized in the beginning, even 
though it manifested itself in different 
forms. 

In the 1950’s planners talked a lot about 
performance standards. Put bluntly, the 
proverbial glue factory can be acceptable 
if it behaves well—if it is so operated that 
it does not create nuisance. Again we have 
a recognition of the technological facts of 
life and a challenge to rigid Euclidean zon- 
ing. Perhaps many Boards have followed 
this sensible approach and have been con- 
cerned about actual performance of dif- 
ferent possible uses all along without 
bandying about the term “performance 
standards.” Perhaps many Boards have ac- 
tually tried to do an essential job—to 
adjust. 

But it has been claimed that Boards often 
misuse zoning “in making the changes, for 
other than the public interest,” and “that 
the irresponsibility of boards of appeals in 
granting hardship variances” is wide- 
spread. Recently there appeared a judi- 
cial answer which voiced a truth that is too 
often ignored. Public and private interests 
are not always mutually exclusive. The 
court said in State v. Wieland®® that the 
“protection of property values is an objec- 
tive which follows within the exercise of the 
police power to promote ‘general welfare’ 
... anything that tends to destroy property 
values of the inhabitants of the (munici- 
pality) necessarily affects the property and 
therefore the general welfare of the entire 
(municipality) .” In light of the glib as- 
sumption that is all too prevalent—that 
public and private interests are antithetical 
—the aforementioned judicial observation 
merits more widespread reflection. 

It is true that the attempt to evaluate 
each land use problem on its own merits 
presents new problems. Certainly the pos- 


*® Hugh R. Pomeroy, “Planning and Land Use 
Controls,” The New York State Planning News, Al- 
bany, New York, July-August 1960, p. 6. More re- 
cently in an address to the Municipal Law Section 
of the New York State Bar Association, Mr. Pom- 
eroy has labeled the actions of these boards as “the 
weakest part of zoning administration.” Hugh R. 
Pomeroy, “Modern Trends in Zoning,” The New 
York State Planning News, Albany, New York, Sep- 
tember—October 1960, p. 4. 

* 269 Wisconsin 262, 69 N.W. 2d 217 Cert. Den. 
350 U.S. 841, 100 L. Ed. 750, 76 Supreme Court 81. 


sibilities of abuse have to be seriously con- 
sidered. Attempts must be made to curb 
irresponsibility by these Boards as well as 
other governmental agencies. But such facts 
as the increased realization that neighbor- 
ing buildings with widely different uses can 
be so designed and located as to maximize 
the general welfare and the increased ques- 
tioning of a system that dictates how vacant 
land should be developed many years be- 
fore the owner wants to use it, should com- 
pel questioning as to whether these Boards 
are inherently at fault. 

I believe with Chief Judge Learned 
Hand that “a government of laws without 
men is as visionary as a government of men 
without laws; the solution will always be 
a compromise based on experience.”*° The 
shortcomings of the traditional districting 
device, the fact that after more than a 
thirty-year interval the legal requirement 
that zoning be in accord with a comprehen- 
sive plan is more of a hope than a reality, 
the confusion (and frustration) concerning 
the role of these Boards—all these point out 
that they have not lived up to the great ex- 
pectations of the theorists. 

It is clear then that a fundamental reap- 
praisal of zoning is overdue. Such cases as 
the Rodger v. Tarrytown and the Church 
v. Town of Islip deserve more intense 
study. The new approach towards improv- 
ing community development probably will 
involve the use of more careful and wide- 
spread performance standards pertaining to 
use of land and structures. Together with 
this improvement, better techniques of 
ascertaining the thinking and wishes of 
neighboring land and building users is also 
a desirable goal. 

Leading thinkers and practitioners from 
the fields of political science, planning, and 
law should thrash out ways of using Boards 
of Appeal more effectively. Put another 
way, we must do more than persistently 
criticize functioning that has not lived up 
to theory. Wiser it is to adjust theory in 


the light of reality. an en 
Member, New York Bar and 

Planning and Zoning Consultant, 
Trenton, New Jersey 


® Learned Hand, “The Deficiencies of Trials to 
Reach the Heart of the Matter,” The Association of 
the Bar of the City of New York, 1926, Handbook, 
1926, pp. 89, 102. 








Suburbanization and Some of Its Consequences 


pews paper is an exploration into what 
residents are seeking in the suburban 
movement and the extent to which they 
realize their objectives. Further, some of 
the consequences of this movement in terms 
of accessibility to and participation in sev- 
eral important aspects of community life 
will be explored. This study is based on 
670 direct interviews of a random sample 
of household heads in the Flint (Michigan) 
Metropolitan Area. Because of the differ- 
ences in population size the fringe area was 
sampled at 3.5 times the rate in the cen- 
tral city. The sample design resulted in 353 
respondents in the city and 317 in the 
fringe. In both areas the response rate ex- 
ceeded 85 percent. 

In an earlier study based on this sample 
it was found that the most frequent reason 
given for changing place of residence from 
the central city to the fringe area was to 
get “greater space and privacy.” Contrary 
to popular belief, lower taxes in the fringe 
was seldom mentioned as a reason for leav- 
ing the central city. In a series of questions 
on the relative advantages and disadvan- 
tages of central city and fringe living, it was 
found that nearly half of the present fringe 
residents reported that lack of space and 
privacy was the principal disadvantage of 
living in the central city. And among cen- 
tral city residents more than one-third 
mentioned that space and privacy would be 
the main advantage of living in the fringe 
area. 

It is concluded, on the basis of our data, 
that the movement to the suburbs is largely 
a search for space and privacy. This finds 
support in the works of others.? We are led 
to ask, therefore, to what extent do fringe 
residents realize the greater space and pri- 
vacy they seek? A partial answer is provided 
by data presented in Table I. When land 


* Basil G. Zimmer and Amos H. Hawley, “Resist- 
ance to Governmental Unification in A Metropolitan 
Community,” Community Political Systems, Morris 
Janowitz, ed., (Glencoe, Illinois: Free Press, 1960). 

? Richard Dewey, “Peripheral Expansion in Mil- 
waukee County,” American Journal of Sociology, 
September 1948; Betty Tableman, “Intra-Community 
Migration in the Flint Metropolitan District,” Uni- 
versity of Michigan Social Science Research Project, 
mimeographed (Ann Arbor, Michigan: 1948). 


TABLE I-—SizE or Lot By AREA OF 
RESIDENCE, CITY—FRINGE 














Area of Residence 
Lot Size 

(frontage—feet) City Fringe 
Under 40........... 8.4% | 14% 
RE 68.7% | 27.9% 
I scncsincvigeisia 9.4%, | 17.9% 
UNE 5 cssesceas 11.1% | 31.4% 
125 plus............ 2.47% | 214% 











area occupied by each resident is meas- 
ured in terms of frontage feet, significant 
differences are found between the central 
city and the fringe area. In the central city 
more than three-fourths of the residents 
occupy lots which are under 60 feet in width 
as compared with less than three-tenths of 
the residents in the fringe area. In the 
large-lot categories, 75 feet and over, we find 
less than 14 percent of the city residents but 
53 percent of the fringe residents. Thus, in 
terms of land area occupied, fringe residents 
do enjoy much more space than do city 
residents. That residents succeed in getting 
more space in moving to the suburbs is 
shown more clearly when lot sizes occu- 
pied by fringe area residents are broken 
down by their previous residential expe- 
rience in the Flint Metropolitan Area. 
In Table II it is noted that persons who 
have moved into the fringe area from the 
central city enjoy larger lots than do resi- 


TABLE II—Lor Size 1n FRINGE AREA BY 
OccuPANTS PREVIOUS PLACE OF RESIDENCE 

















IN AREA 
Previous Residence 
Lot Size Never Lived| Lived 
(frontage—feet) in City in City 
Under 60........... 43.8% | 26.2% 
ae 14.0% | 19.3% 
eens 42.2% | 54.5% 
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REPORTS AND COMMENTS 


dents who have lived only in the fringe. 
Thus, of the residents who were a part of 
the movement from the central city, only 
one-fourth live on lots with less than a 60- 
foot frontage as compared with more than 
two-fifths of those who have lived only in 
the fringe. More than half of the former 
central city residents are found in the larg- 
est lot category as compared with only two- 
fifths of those who have lived only in the 
fringe area. Families moving out of the city 
not only enjoy more land area than do per- 
sons who continue to live in their former 
places of residence but they have even more 
space than residents who have lived only 
in the fringe. 

Fringe residents of Flint typically live in 
medium-sized homes with from 4 to 6 
rooms. As is shown in Table III, more than 
four-fifths of the fringe residents live in a 
dwelling unit of this size as compared with 


TABLE IIJ—S1zE oF DWELLInG UNIT, BY PREVIOUS 
PLACE OF RESIDENCE IN AREA, AND BY PRESENT 
PLACE OF RESIDENCE: CITY-FRINGE 








Number of Rooms 





Previous and | Small |Medium| Large 
Present Residence] (1-2-3) | (4-5-6) |(7 plus)} Percent 














City (Total) 9.5 | 67.1 | 23.4 | 100.0 
Never lived in 
fringe....... 10.0 65.2 24.7 | 100.0 
Lived in fringe.|_ 7.4 75.0 17.6 | 100.0 
Fringe (Total) 4.7 81.0 14.2 | 100.0 
Never lived in 
Cit) AGeeeOeeee 11.0 74.0 15.1 100.0 
Lived in city...| 2.9 83.1 14.0 | 100.0 








only two-thirds of the city residents. The 
latter are found disproportionately in small 
(3 rooms or less) and large (7 rooms or 
more) dwelling units. One would expect to 
find more city residents in units of three 
rooms or less because of the larger propor- 
tion of single and unattached individuals 
in the central city. However, even though 
families in the fringe tend to have more 
children, a larger proportion of the city 
families live in large dwelling units, par- 
ticularly those who have never lived in the 
alternate part of the metropolitan area. 
It is noteworthy that city residents who 
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formerly lived in the fringe tend to occupy 
the same size dwelling units as do fringe 
residents who have never lived in the city. 
But those who moved to the fringe from the 
city are most likely to occupy medium-sized 
dwelling units. The desire for space appar- 
ently does not extend to dwelling unit size 
but rather pertains only to land area. In 
part, centrifugal migrants seem to sacrifice 
room density to avoid neighborhood den- 
sity. 

What are the consequences of the sub- 
urban movement in respect to accessibility 
to important aspects of community life? It 
is to this question that attention is now 
turned. The data presented in Table IV 
clearly indicate that one of the “costs” of 
living in the fringe as compared with liv- 
ing in the city is “inaccessibility” to a num- 
ber of facilities. It is found that, in the 
daily journey to work, 30 percent of the city 
residents travel less than two miles as com- 
pared with only 16 percent of the fringe 
residents. On the other extreme, only one- 


TABLE IV—DIsranceE TO Work, CHURCH, SHOPPING 
CENTERS, AND SCHOOLS BY PLACE OF RESIDENCF: 
City-FRINGE 







































































Place of Distance (miles) 
Residence WORK 
Under 2| 2to5 5 plus | Percent 
City... ...-- 29.2 50.9 20.1 100.0 
Fringe...... 15.9 29.3 54.7 100.0 
CHURCH 
Under1| 1to5 5 plus | Percent 
2 Sees 39.3 54.6 6.1 100.0 
Fringe...... 25.9 48.3 25.8 100.0 
SHOPPING CENTERS 
Under \4| Yatol | I plus | Percent 
City. 2650. 57.0 21.2 21.8 100.0 
Fringe...... 23.6 17.4 59.1 100.0 
ELEMENTARY SCHOOL 
Under 4| 4 toy | 1% plus | Percent 
Gifyee. 2254: 67.2 19.7 13.1 100.0 
Fringe...... 31.9 19.4 48.7 100.0 
HIGH SCHOOL 
Under 4| 4 toy | Ye plus | Percent 
City .:6 5422: 12.7 8.9 78.4 100.0 
Fringe...... 18.8 18.0 63.2 100.0 
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fifth of the city residents travel five miles 
or more, whereas more than half of the 
fringe residents must do so. The modal 
distance to work for city residents is be- 
tween two and five miles but for fringe 
residents it is in the five-miles-and-over 
category. 

Similar city-fringe differences are found 
in respect to distance to church. Two-fifths 
of the city residents live within one mile of 
the church they attend as compared with 
only one-fourth of the fringe residents. In 
the more distant category, that is, five-miles- 
and-over, we find only six percent of the 
city residents but twenty-six percent of the 
residents in the fringe—a four-fold percent- 
age point difference. Actually, differences in 
proximity to church in the two areas is 
probably much larger than this since a 
higher proportion of fringe residents never 
attend church and are excluded from this 
analysis. In an earlier study the authors 
found that church attendance decreased 
with distance to church. Thus it is assumed 
that those who do not attend would be 
found disproportionately in the more dis- 
tant category.* However, this cannot be 
tested with these data since the distance 
question was not asked of those who never 
attended church. 

Accessibility to shopping centers also 
varies among city-fringe residents. Whereas 
nearly three-fifth of the city residents live 
within one-half mile of a shopping center, 
we find less than one-fourth of the fringe 
residents in such proximity. In the one- 
mile-and-over distance category, we find 
three-fifths of the fringe residents but less 
than one-fourth of the city residents. Simi- 
lar city-fringe differences are found in acces- 
sibility to elementary schools. In the city 
more than two-thirds of the residents live 
within one-fourth mile of an elementary 
school as compared with less than one-third 
of the fringe residents. The difference is 
even more marked in the most distant cate- 
gory, that is, one-half mile-and-over. Here 
are found approximately one-eighth of the 
city residents but nearly half of the resi- 
dents in the fringe. 


*B. G. Zimmer and A. H. Hawley, “Suburbaniza- 
tion and Church Participation,” Social Forces, May 
1959. 


It is only in respect to high schools that 
fringe residents are more accessible than 
city residents. This is due to the large num- 
ber of small, separate, and independent 
school districts in the fringe, each of which 
attempts to provide an educational pro- 
gram through the secondary level. As a re- 
sult, there are several small high schools in 
the fringe area, whereas in the city district, 
with more than double the school popu- 
lation of all fringe districts combined, 
there are only three public high schools. 
Since the segmentation of school districts is 
not peculiar to Flint Metropolitan Area, it 
is likely that in other areas also fringe resi- 
dents would be closer to a high school than 
central city residents. To speculate on the 
differential quality and completeness of the 
educational programs in the various schools 
is not within the scope of this paper. 

In both areas residents are, on the aver- 
age, much closer to schools than to shop- 
ping centers, and are closer to the latter 
than to church. Distance to work is greater 
than to any of the other facilities. These 
relative distances to facilities are consistent 
with the findings reported by others. For 
example, one author noted that “trips to 
work are short, but shopping, school, and 
church trips are shorter;”! and another 
study reported that trips to twenty other 
activities have been found to be shorter 
than work trips.® 

In a more detailed consideration of acces- 
sibility to place of work it is observed that 
changes of place of residence across city 
boundary lines seems to have the effect of 
increasing the distance between place of 
residence and place of work. This is shown 
in Table V. The same differential pattern 
by previous place of residence in the area 
is found among central city and fringe resi- 
dents. 

In the city we find that more than twice 
as many of those who have lived only in 
the city live less than two miles from work; 
as is also found among those who formerly 
lived in the fringe area. The centripetal 


‘J. Douglas Carroll, “Home-Work Relationships 
of Industrial Employees,” (unpublished doctoral dis- 
sertation Cambridge, Massachusetts: Harvard Uni- 
versity, 1950) pp. 71-74. 

5 Donald L. Foley, “The Use of Local Facilities in 
a Metropolis,” American Journal of Sociology, No- 
vember 1950, pp. 238-246. 
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TABLE V—DIstTANcE TO WorK BY PREVIOUS PLACE 
OF RESIDENCE IN AREA AND BY PRESENT PLACE OF 
RESIDENCE: CITY-FRINGE 








Distance 

Present and Pre- 

vious Residence 
in Area 





Total 


Under 2} 2to5 | 5 plus | Percent 





City 


Lived in fringe. 
Fringe 
Never lived in 


Lived in city... 

















migrants tend to be concentrated dispro- 
portionately in the two-to-five-mile category. 
In the fringe area only slightly more than 
one-tenth of the former central city resi- 
dents live within two miles of their place 
of work as compared with nearly one-third 
of the residents who have lived only in the 
fringe area. The centrifugal migrants are 
concentrated mainly in the more distant 
category, that is, five-miles-and-over. Hence, 
distance to work does not appear to be an 
effective consideration in residential loca- 
tion for these people, though it may be for 
fringe-to-city migrants. It is of interest to 
note that, even though residents who moved 
into the city from the fringe area are less 
accessible to work than are other city resi- 
dents, they are closer to work than are 
fringe residents. Only twenty-two percent 
of the city residents who formerly lived in 
the fringe are in the five-mile-and-over cate- 
gory as compared with fifty-five percent of 
all fringe residents. Thus, among the city 
residents who formerly lived in the fringe 
less than one-fourth live five miles or more 
from work as compared with more than 
two-fifths of those who have lived only in 
the fringe and nearly three-fifths of those 
who have previously lived in the city. 
Movement into the central city appears to 
decrease the distance between place of resi- 
dence and place of work, but such migrants 
are less accessible to work than are other 
city residents. 

Another consequence of the suburban 
movement is evident in the mode of travel 
used by the head of household to get to 


work. It is found that three times as many 
city residents (twelve percent) walk to work 
as do fringe residents (four percent). The 
latter are much more likely to drive to 
work alone (seventy-nine percent) than are 
city residents (fifty-one percent) whereas, 
city residents are more likely to share a ride 
by car (twenty-five percent versus sixteen 
percent) or ride the bus to work. Nearly 
eleven percent of the city residents report 
they ride the bus to work but less than one 
percent of the fringe residents use this mode 
of travel. This is to be expected for most of 
the fringe area is lacking in public transpor- 
tation. That this is important is suggested 
by the responses to the question regarding 
advantages and disadvantages of living in 
the central city and fringe area. Nearly one- 
fifth of the fringe residents mentioned 
“good public transportation” as the main 
advantage of living in the city and one- 
fourth of the city residents reported that 
“lack of public transportation” would be 
the main disadvantage of living in the 
fringe area. It is particularly noteworthy, 
however, that seventy-seven percent of the 
city residents and ninety-six percent of the 
fringe residents travel to work by private 
automobile. This has serious implications 
both for the future of public transporta- 
tion in the area and the expense involved 
in building highways to accommodate the 
heavy trafic flow. Suburbanization has fol- 
lowed the improvement of roads out from 
the central city and in turn has increased 
the demands for the expansion of the local 
road system. 

In earlier studies reported by the authors 
it was found that place of residence within 
the Metropolitan area is related to level 
of participation in the formal organizations 
of the community as well as in church ac- 
tivities. Fringe residents are less likely 
to belong to formal associations and at- 
tend church less frequently than do city 
residents.° The question to be raised here 
is how place of residence is related to level 
of participation in informal relationships. 
Accordingly, residents in both areas were 
asked a series of questions regarding their 
relationships with friends. Responses to 


*B. G. Zimmer and A. H. Hawley, “The Signifi- 
cance of Membership in Associations.” American 
Journal of Sociology, September 1959; and, op. cit. 
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these questions show that residents in both 
areas tend to have about the same number 
of friends; however, fringe residents have 
less frequent contact with friends than do 
city residents. 

Previous residence in the opposite part of 
the Metropolitan area does not seem to be 
important in frequency of contact with 
friends among city residents but does have 


a significant effect on the residents who 
have moved into the fringe areas. Among 
former central city residents nearly half 
are in the least frequent contact category 
as compared with only slightly more than 
one-third of the residents who have lived 
only in the fringe. Distance to friends may 
account for this difference as suggested in 
Table VI. 


TABLE VI—DIsTANcE To FRIENDS BY PREVIOUS PLACE OF RESIDENCE IN AREA 
AND BY PRESENT PLACE OF RESIDENCE: CITY-FRINGE 




















Total City Fringe 
Distance Never Lived| Livedin | Never Lived| Lived in 
(Miles) City Fringe in Fringe Fringe in City City 
eee 100.0 100.0 100.0 100.0 100.0 100.0 
Co) err 8.8 5.1 9.1 7.8 12.7 2.8 
oS) errr ree 28.8 15.2 30.2 23.4 23.8 12.7 
Er 35.9 21.0 35.5 37.5 20.6 21.1 
4 and over.......... 26.5 58.7 25.2 31.3 42.8 63.4 

















Marked differences are found between 
central city and fringe residence in access- 
ibility to friends. Nearly two-fifths of the 
city residents live within an average dis- 
tance of two miles from their three most 
frequently visited friends, as compared with 
only one-fifth of the fringe residents. Con- 
versely, nearly three-fifths of the fringe resi- 
dents live more than four miles from their 
friends whereas only slightly more than 
one-fourth of the city residents are found 
in this category. 

Accessibility differences among city resi- 
dents by previous place of residence in the 
area are small, with those who have lived 
only in the city being somewhat closer to 


their friends than are other city residents. 
Movement out from the city does have a 
significant effect on accessibility to friends, 
however. It is noted that more than one- 
third of the residents who have lived only 
in the fringe are within two miles of their 
friends as compared with less than one-sixth 
of the residents who have formerly lived in 
the city. In the more distant categories, 
that is, four-miles-and-over, we find nearly 
two-thirds of the former central city resi- 
dents but only two-fifths of the residents 
who have lived only in the fringe. 

That distance to friends is an important 
factor in frequency of contact is shown in 
Table VII. In both areas the average dis- 


TABLE VII—DisTaNcE To FRIENDS BY FREQUENCY OF CONTACT BY PRESENT 
PLACE OF RESIDENCE: CITy-FRINGE 























Distance (Miles) 
Feequency City Fringe 
of Contact Under 2 2to4 4 plus TotaL | Under 2 | 2to4 | 4 plus | TOTAL 
Frequently ..| 51.1 32.3 16.7 100.0 29.6 25.4 45.0 100.0 
Occasionally.| 38.9 40.3 20.8 100.0 20.7 28.3 50.9 100.0 
Rarely...... 27.7 33.8 38.5 100.0 15.9 16.7 67.4 100.0 
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tance to friends increases as frequency of 
contact decreases. Still, in all frequency of 
contact categories, distance is much greater 
among fringe residents. Among city resi- 
dents who frequently have contact, only 
seventeen percent live four miles or more 
from their friends, as compared with forty- 
five percent of the fringe residents. In the 
least frequent contact group we find that 
less than two-fifths of the city residents are 
in the more distant category, but more than 
two-thirds of the fringe residents. 

In conclusion, the data for the Flint Met- 
ropolitan Area provides further support for 
the hypothesis that in the movement out of 
the central city to the suburbs residents are 
seeking space and privacy. Apparently they 
want to get away from the neighborhood 
density of the central city. However, the 
typical fringe resident, and more particu- 
larly the former resident of the central city, 
lives in a medium-size dwelling unit even 
if it is on a large lot. Fringe residents, in 
search of space, sacrifice the accessibility 
and convenience of city living. They must 


travel greater distances in the daily journey 
to work, to church, to shopping areas, to 
elementary schools, and to friends. Also the 
suburban movement tends to decrease the 
level of participation in informal activities. 
Former central city residents are less access- 
ible to and have less contact with friends 
than do other fringe residents or residents 
of the central city. 

In this wide-spread settlement pattern the 
private automobile becomes the almost ex- 
clusive mode of travel, thus placing heavy 
demands on the local road system. It is note- 
worthy that when central city residents were 
asked the main disadvantage of living in the 
fringe the most frequent responses were 
“inaccessible and inconvenient” and “lack 
of public transportation.” 

BasiL G. ZIMMER 
Brown University, 
Providence, Rhode Island 


Amos H. HAWLEY 
The University of Michigan, 
Ann Arbor, Michigan 
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York, New York: Philosophical Library, 
Inc., 1960, pp. 304. $6.00. 

suiding Metropolitan Growth. By Commit- 
tee for Economic Development. (A 
Statement of National Policy by the 
Research and Policy Committee) New 
York, New York: Committee for Eco- 
nomic Development, 1960, pp. 46, 
tables. $2.00. 

An Economic Analysis of the Utica-Rome 
Area. By Virgil C. Crisafulli. Syracuse, 
New York: The Utica College Research 
Center, 1960, pp. 220, appen. Available 
on request. 

The Range Cattle Industry. (Ranching on 
the Great Plains from 1865 to 1925) 
By Edward Everett Dale. Norman, Ok- 
lahoma: University of Oklahoma Press, 
1960, pp. 185. $4.00. 

The Story of Price County, Wisconsin: Pop- 
ulation Research in a Rural Develop- 
ment County. By Jon A. Doerflinger 
and D. G. Marshall. Madison, Wiscon- 
sin: University of Wisconsin, 1960, pp. 
29. 

Metropolis and Region. By Otis Dudley 
Duncan, W. Richard Scott, Stanley 
Lieberson, Beverly Duncan, Hal H. 
Winsborough. Baltimore, Maryland: 
The Johns Hopkins Press, 1960, pp. 
550, appen. $8.50. 

Transportation and Power Facilities for the 
State of West Virginia. (A comprehen- 
sive map showing present and proposed 
transportation facilities) By Economic 
Development Agency of West Virginia. 
Charleston, West Virginia: West Vir- 
ginia Economic Development Agency, 
1960. Available on request. 


Man, Mind and Land. (A Theory of Re- 
source Use) By Walter Firey. Glencoe, 
Ill: The Free Press, 1960, pp. 252. 
$6.00. 

Taxes For the Schools. By Roger A. Free- 
man. Washington, D.C.: The Institute 
for Social Science Research, 1960, pp. 
397, appen. $5.00. 

Economic Planning for Better Schools. By 
Benjamin Handler. Ann Arbor, Michi- 
gan: College of Architecture and De- 
sign, University of Michigan, 1960, pp. 
107. 

The Electric Interurban Railways in Amer- 
ica. By George W. Hilton and John F. 
Due. Stanford, California: Stanford 
University Press, 1960, pp. 425. $9.50. 

Revaluation Projects. (Report of the Com- 
mittee on Revaluation Projects) By 
International Association of Assessing 
Officers. Chicago, Illinois: International 
Association of Assessing Officers, 1960, 
pp. 81. 

Methods of Regional Analysis. (An intro- 
duction to Regional Science) By Walter 
Isard. Cambridge, Massachusetts: The 
Technology Press and New York, New 
York: John Wiley & Sons, Inc., 1960, 
pp. 758. $9.50. 

Property Taxation and the Wisconsin Tax 
System. By W. D. Knight. Madison, 
Wisconsin: University of Wisconsin, 
1960, pp. 127, appen. $1.15. (This is vol- 
ume V, #6 of Wisconsin Commerce 
Reports, by Wisconsin Business Re- 
search Council and Committee for 
Economic Development.) 

Emerging Rural Communities. (Group Re- 
lations in Rural Society) By John H. 
Kolb. Madison, Wisconsin: The Uni- 
versity of Wisconsin Press, 1959, pp. 
184. $4.50. 

Population Redistribution and Economic 
Growth, United States: 1870-1950. 
(Volume II Analyses of Economic 
Change) By Simon Kuznets, Ann Rat- 
ner Miller and Richard A. Easterlin. 
Philadelphia, Pennsylvania: The Amer- 
ican Philosophical Society, 1960, pp. 
271. $5.00. 

Modern Land Policy. Papers of the Land 
Economics Institute held at the Uni- 
versity of Illinois in 1958. Urbana, IIli- 
nois: University of Illinois Press, 1960, 
pp. 423. $8.50. 
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The Export Economies: Their Pattern of 
Development in Historical Perspective. 
By Jonathan V. Levin. Cambridge, 
Massachusetts: Harvard University 
Press, 1960, pp. 312. $6.75. 

One-Tenth of a Nation. (National Forces in 
the Economic Growth of the New York 
Region) By Robert M. Lichtenberg. 
Cambridge, Massachusetts: Harvard 
University Press, 1960, pp. 245. $6.75. 

Petroleum Conservation Regulation. Edited 
by Wallace F. Lovejoy and I. James 
Pikl, Jr. Dallas, Texas: Southern Meth- 
odist University, 1960, pp. 114. $1.50. 

Water for New York. (A Study in State 
Administration of Water Resources) By 
Roscoe C. Martin. Syracuse, New York: 
Syracuse University Press, 1960, pp. 256. 
$5.00. 

Taxes and Economic Growth in Michigan. 
Paul W. McCracken, Editor. Kalama- 
zoo, Michigan: The W. E. Upjohn In- 
stitute for Employment Research, 1960, 
pp. 167. $4.75. 

Residence and Race. (Final and Compre- 
hensive Report to The Commission on 
Race and Housing) By Davis McEntire. 
Berkeley, California: University of Cal- 
ifornia Press, 1960, pp. 355, appen. 
$6.00. 

Mechanization in Agriculture. (Studies in 
Industrial Economics) J. L. Meij, Edi- 
tor. Chicago, Illinois: Quadrangle 
Books, Inc., 1960, pp. 367. 

Central Planning in Czechoslovakia. (Or- 
ganization for Growth in a Mature 
Economy) By Jan M. Michal. Stanford, 
California: Stanford University Press, 
1960, pp. 243, appen. $5.75. 

The Human Side of Urban Renewal. (A 
Study of the Attitude Changes Pro- 
duced by Neighborhood Rehabilita- 
tion) By Martin Millspaugh and 
Gurney Breckenfeld. New York, New 
York: Ives Washburn, Inc., 1960, pp. 
233. $4.50. 

Agricultural Finance. Fourth Edition, Re- 
vised. By William G. Murray and 
Aaron G. Nelson. Ames, Iowa: The 
Iowa State University Press, 1960, pp. 
468. $6.50. 

Agricultural Development in Hyderabad 
State: 1900-1956. (A Study in Economic 
History) By B. K. Narayan. Secundera- 
bad, India: Keshav Prakashan, 1960, 
pp. 108. Five rupees. 


PUBLICATIONS RECEIVED 
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Real Estate Principles and Practice. Fifth 
Edition. By Nelson L. North and Al- 
fred A. Ring. Englewood Cliffs, New 
Jersey: Prentice-Hall, Inc., 1960, pp. 
450, appen. 

Economic Programs for Labor Surplus 
Areas in Selected Countries of Western 
Europe. (Materials prepared for the 
Joint Economic Committee Congress of 
the United States) By Office of Area 
Development, United States Depart- 
ment of Commerce and Legislative Ref- 
erence Service of the Library of Con- 
gress. Washington, D.C.: Government 
Printing Office, 1960, pp. 15. $.25¢. 

The History of Modern Culture. By Mau- 
rice Parmelee. New York, New York: 
Philosophical Library, 1960, pp. 1282. 
$10.00. 

Regions Resources and Economic Growth. 
By Harvey S. Perloff, Edgar S. Dunn, 
Jr., Eric E. Lampard, and Richard F. 
Muth. Baltimore, Maryland: The Johns 
Hopkins Press, 1960, pp. 607, appen. 
$12.00. 

Exploration for Non-Ferrous Metals. (An 
Economic Analysis) By Lee E. Preston. 
Washington, D.C., Resources For the 
Future, Inc., 1960, pp. 178, appen., bib- 
lio. $2.00. 

The Economic Feasibility of Urban Re- 
newal in the Dixwell Area. By Chester 
Rapkin. New Haven, Connecticut: New 
Haven Redevelopment Agency, 1960, 
pp. 93, appen., tables. 

The Demand for Housing in Racially 
Mixed Areas. (A Study of the Nature 
of Neighborhood Change) Research 
Report to the Commission on Race 
and Housing and The Philadelphia 
Redevelopment Authority. By Chester 
Rapkin and William G. Grigsby. Berke- 
ley and Los Angeles, California: Uni- 
versity of California Press, 1960, pp. 
121, appen. $6.00. 

Rural Credit Follow-Up Survey, 1956-1957. 
By Reserve Bank of India. Bombay, 
India: V. M. Jakhade, 1960, pp. 563, 
appen. Nine rupees. 

Money Metropolis. (A Locational Study of 
Financial Activities in the New York 
Region) By Sidney M. Robbins and 
Nestor E. Terleckyj. Cambridge, Massa- 
chusetts: Harvard University Press, 
1960, pp. 203, appen. $5.00. 


96 LAND ECONOMICS 


Elements of Cartography. (Second Edition) 
By Arthur H. Robinson. New York 
City, New York: John Wiley & Sons, 
Inc., 1960, pp. 282, appen. $8.75. This 
edition develops the primary process of 
cartography—the planning, designing, 
and construction of the map as a me- 
dium for communication or research. 

Berlin: Pivot of German Destiny. (Collec- 
tion of Essays) Translated and edited 
by Charles B. Robson. Introduction by 
Willy Brandt. Chapel Hill, North Car- 
olina: The University of North Caro- 
lina Press, 1960, pp. 226. $5.00. 

Flood Proofing: An Element in a Flood 
Damage Reduction Program. By John 
R. Sheaffer. Chicago, Illinois: The Uni- 
versity of Chicago Press, 1960, pp. 198. 
$4.00. 

The Law of Open Space. By Shirley Adelson 
Siegel. (Legal Aspects of Acquiring or 
Otherwise Preserving Open Space in 
the Tri-State New York Metropolitan 
Region) New York, New York: Re- 

ional Plan Association, Inc., 1960, pp. 
58, $3.50. This volume is the first of 
four publications of the Park, Recre- 
ation and Open Space Project spon- 
sored in collaboration with the Metro- 
politan Regional Council. 


The United States in World Affairs: 1959. 
By Richard P. Stebbins. New York, 
New York: Harper Brothers, 1960, pp. 
408. $6.00. 


Economics of Watershed Planning. Edited 
by George S. Tolley and Fletcher Riggs. 
(This publication is the outgrowth of 
a symposium sponsored by the South- 
east Land Tenure Research Committee, 
the Tennessee Valley Authority, and 
the Farm Foundation, and held at 
Knoxville, Tennessee in June 1959.) 
Ames, Iowa: Iowa State University 
Press, 1961, pp. 336. $3.95. 


The Reactor Supply Industry. By Richard 
A. Tybout. Columbus, Ohio: Bureau 
of Business Research, College of Com- 
merce & Administration, ‘The Ohio 
State University, 1960, pp. 84. $2.00. 


Patterns of Industrial Growth: 1938-1958. 
By the United Nations. (In English and 
French) New York, New York: Colum- 
bia University Press, 1960, pp. 471. 
$8.50. 


Power to Produce. (The Yearbook of Agri- 
culture, 1960) By the United States 
Department of Agriculture. Washing- 
ton, D.C.; The United States Govern- 
ment Printing Office, 1960, pp. 466. 
$2.25. 

Historical Statistics of the United States: 
Colonial Times to 1957. A Statistical 
Abstract Supplement Prepared by the 
Bureau of the Census, United States 
Department of Commerce, with the 
Cooperation of the Social Science Re- 
search Council. Washington, D.C.: 
United States Government Printing 
Office, 1960, pp. 789. $6.00. 

Future Development of the San Francisco 
Bay Area: 1960-2020. (Economic As- 
pects of the Bay and Tributaries, pre- 
pared for United States Army Corps of 
Engineers by United States Department 
of Commerce, Office of Area Develop- 
ment) Washington, D.C.: Government 
Printing Office, 1959, pp. 94, plus 
appen., maps. $11.00. 

Metropolis 1985. (An Interpretation of the 
Findings of the New York Metropolitan 
Region Study). By Raymond Vernon. 
Cambridge, Massachusetts: Harvard 
University Press, 1960, pp. 228. $5.00. 

The Winegrowers of France and the Gov- 
ernment Since 1875. By Charles K. 
Warner. New York, New York: Colum- 
bia University Press, 1960, pp. 223. 
$6.00. 

A Comparison of Two Oil City Business 
Centers (Odessa-Midland, Texas). By 
Dickinson Weber. Chicago, Illinois: 
The University of Chicago Press, 1958, 
pp. 227. $4.00. 

Resources Development: Frontiers for Re- 
search. Papers presented at the 1959 
Western Resources Conference held at 
Boulder, Colorado. Boulder, Colorado: 
University of Colorado Press, 1960, pp. 
315. $3.75. 

Economics of American Agriculture. Second 
Edition. By Walter W. Wilcox and Wil- 
lard W. Cochrane. Englewood Cliffs, 
New Jersey: Prentice-Hall, Inc., 1960, 
pp. 524. $8.75. 

Light and Power. (Rates and Costs of Serv- 
ice in Wisconsin R.E.A. Cooperatives) 
By Elmer E. Zank and Henry H. Bak- 
ken. Madison, Wisconsin: The Univer- 
sity of Wisconsin Press, 1959, pp. 162, 
glossary, biblio. $4.00. 








